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IMPACT  OF  THE  PRESmENT'S  VETO  OF  THE 
FISCAL  YEAR  1996  VA-HUD  APPROPRIA- 
TIONS BELL 


FRTOAY,  JANUARY  26,  1996 

U.S.  Senate, 
Subcommittee  on  VA,  HUD,  and 

Independent  Agencies, 
Committee  on  Appropriations, 

Washington,  DC, 
The  subcommittee  met  at  10  a.m.,  in  room  SD-192,  Dirksen  Sen- 
ate Office  Building,  Hon.  Christopher  S.  Bond  (chairman)  presid- 
ing. 
Present:  Senators  Bond  and  Mikulski. 

DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

STATEMENT  OF  HON.  HENRY  G.  CISNEROS,  SECRETARY 

accompanied  BY: 

MICHAEL  JANIS,  GENERAL  DEPUTY  ASSISTANT  SECRETARY  FOR 
PUBLIC  HOUSING 

HELEN  DUNLAP,  ACTING  DEPUTY  ASSISTANT  SECRETARY  FOR  OP- 
ERATIONS 

opening  STATEMENT  OF  CHRISTOPHER  S.  BOND 

Senator  Bond.  This  hearing  will  come  to  order. 

I  would  like  to  welcome  Secretary  Cisneros.  Mr.  Secretary,  it  was 
about  1  year  ago  we  started  this  series  of  hearings,  and  after  1 
year  of  hard  work  we  are  still  talking  about  the  same  problems, 
but  I  thought  this  would  be  very  important  for  us  to  have  an  idea 
of  how  the  current  financial  situation  and  the  appropriations  situa- 
tion and  authorizing  situation,  has  affected  your  Department.  We 
need  to  know,  as  we  either  try  to  finish  up  appropriations  for  the 
current  year,  which  is  about  one-third  gone,  or  perhaps  even  look 
toward  appropriations  for  next  year,  that  we  know  what  is  actually 
going  on  at  the  departmental  level  and  how  these  major  changes 
are  affecting  you. 

I  think  as  everyone  knows  here,  on  December  18,  President  Clin- 
ton vetoed  the  VA,  HUD,  and  Independent  Agencies  appropriations 
bill  for  fiscal  year  1996.  While  I  regard  this  as  tremendously  unfor- 
tunate, it  was  no  surprise.  The  White  House  told  us  continually 
they  are  going  to  veto  it  unless  we  spent  substantially  more  than 
was  permitted  under  our  budget  allocation,  and  they  have  not  been 
willing  to  discuss  with  me  or  to  my  knowledge  anybody  else  on  my 
side  any  compromise  on  the  demands. 

(1) 


There  was  some  movement  after  the  veto.  Before  the  veto  the 
President  asked  for  $1.9  billion  more.  After  the  veto,  the  President 
asked  for  $2.5  billion  more,  which  is  not  really  progress  in  terms 
of  reaching  an  accommodation. 

I  had  proposed  and  was  willing  to  shift  up  to  $1  billion  within 
our  budget  allocation  to  the  priorities  of  the  administration,  includ- 
ing more  for  EPA,  the  National  Service  Program,  and  for  HUD 
housing  programs.  That  compromise  was  not  acceptable. 

I  fear  that  this  was  almost  a  deliberate  effort  to  avoid  an  agree- 
ment. I  will  not  question  the  political  judgment  of  the  White 
House,  but  I  think  we  have  to  address  the  adverse  consequences 
of  this  impasse.  Beyond  the  hundreds  of  millions  of  dollars  squan- 
dered in  the  shutdowns  of  the  Government,  our  failure  to  enact 
needed  legislation  jeopardizes  much,  much  more.  This  hearing  is 
not  just  to  delineate  the  magnitude  of  the  disaster.  We  are  here 
today  to  find  a  way  we  can  resolve  this  crisis. 

I  am  very  grateful  to  you,  Mr.  Secretary,  for  your  willingness  to 
join  us  this  morning.  This  afternoon,  we  plan  to  continue  these 
hearings  with  Carol  Browner,  Administrator  of  the  Environmental 
Protection  Agency,  to  discuss  the  impact  of  the  budget  impasse  on 
her  agency.  I  suspect  that  you,  Mr.  Secretary,  and  Ms.  Browner, 
and  perhaps  other  members  of  the  committee  have  a  different  per- 
spective on  who  is  to  blame  for  the  budget  impasse,  but  I  know  all 
of  us  share  a  concern  over  the  urgency  to  pass  a  budget  with  appro- 
priate legislation  and  to  enact  long  overdue  program  reforms. 

We  began  over  1  year  ago  with  a  series  of  special  hearings  on 
the  management  and  budgetary  crisis  at  HUD.  We  examined  defi- 
ciencies in  a  number  of  critical  housing  assistance  programs  and 
began  the  development  of  program  and  management  reform  meas- 
ures which  resulted  first  in  the  enactment  of  the  Emergency  Sup- 
plemental and  Rescission  Act  of  1995. 

That  bill,  which  I  might  note  was  finally  enacted  after  initial 
veto,  it  did  not  necessarily  work  out  the  way  some  of  us  wanted 
when  it  came  back,  but  that  bill  began  the  process  of  eliminating 
unsustainable  housing  commitments  and  reducing  some  of  the 
overregulation,  and  at  the  time  we  thought  it  was  going  to  be  fol- 
lowed by  more  comprehensive  legislation. 

Unfortunately,  the  authorization  bill  has  been  delayed,  so  the  fis- 
cal year  1996  appropriations  bill  included  both  funding  and  legisla- 
tive changes  to  expedite  the  initiation  of  reforms  necessary  to  pre- 
serve affordable  housing  in  the  face  of  the  growing  severity  of  our 
budgetary  constraints. 

That  bill  included  the  waiver  of  the  one-for-one  replacement  rule 
to  facilitate  the  demolition  of  failed  public  housing  developments, 
which  I  think  are  real  blights  on  the  community.  We  also  rec- 
ommended rent  reforms,  repeal  of  counterproductive  tenant  selec- 
tion rules,  increased  local  administrative  flexibility,  accelerated 
modernization  of  public  housing,  elimination  of  the  endless  lease 
rule,  and  a  host  of  other  reforms,  really  to  make  more  efficient  and 
effective  the  use  of  limited  Federal  subsidy  funding. 

In  addition  to  the  program  reforms  the  Congress  approved  provi- 
sions in  the  appropriations  bills  which  addressed  the  impending 
loss  of  tens  of  thousands  of  affordable  housing  units  through  owner 
prepayment  of  subsidized  mortgages,  proposed  demonstration  pro- 


grams  for  public  housing  flexibility,  and  for  extending  multifamily 
housing  contracts. 

Frankly,  I  was  pleased  and  proud  of  what  we  were  able  to  accom- 
plish in  the  appropriations  bill,  especially  as  it  related  to  the  De- 
partment of  Housing  and  Urban  Development.  In  the  face  of  our 
budgetary  constraints  and  the  sentiment  of  some  of  my  colleagues 
that  the  Department  should  be  abolished,  it  was  surprising  and  a 
relief  to  arrive  at  a  conference  agreement  with  the  House  which 
sustained  so  many  of  our  initiatives  to  approve  and  restore  needed 
housing  and  community  development  activities. 

Of  course,  it  is  in  the  nature  of  the  compromise  that  not  all  of 
our  objectives  were  satisfied  fully.  I  know  the  Secretary  is  prepared 
to  delineate  a  number  of  the  administration's  concerns,  but  that  is 
not  the  focus  of  the  hearing. 

I  hope  we  can  address  ourselves  to  the  situation  in  which  we  find 
ourselves,  one  which  achieves  none  of  our  shared  reform  goals,  and 
fails  to  provide  a  full  year  budget  for  the  Department  and  its  many 
responsibilities. 

Having  come  from  the  executive  branch,  I  know  what  a  problem 
you  face,  Mr.  Secretary,  if  you  have  to  prepare  every  month  or  45 
days  for  another  shutdown.  No  way  to  run  a  railroad,  and  no  way 
to  run  a  Department.  Maybe  this  hearing  can  give  us  some  insight 
as  to  how  we  can  get  past  the  current  budget  impasse. 

We  are  going  to  focus  today  on  the  disruption  of  only  two  of  the 
major  agencies  funded  by  this  committee,  but  these  adverse  con- 
sequences I  would  say  to  those  who  are  with  us  today  are  occurring 
throughout  the  subcommittee's  jurisdiction. 

For  example,  the  National  Science  Foundation  has  lost  much  of 
the  time  normally  used  to  prepare  for  reviews  and  evaluations  of 
grant  applications  for  scientific  research  grants.  Small  business 
contractors  of  the  National  Aeronautics  and  Space  Administration 
and  other  Federal  agencies  have  been  threatened  with  bankruptcy 
due  to  delays  in  payments  from  the  Government,  even  when  the 
products  and  services  they  provide  are  essential  to  health,  safety, 
and  preservation  of  property. 

Thousands  of  their  employees  and  their  families  are  being  sub- 
jected to  the  uncertainty  and  anxiety  of  whether  they  will  receive 
a  needed  paycheck  or  have  been  laid  off  without  any  hope  of  pay 
solely  because  of  a  lapse  in  governmental  funding,  even  after  we 
put  these  disruptive  consequences  behind  us  finally  by  enacting 
these  necessary  appropriations  bills,  we  could  be  in  a  position 
where  we  face  late  payment  penalties  due  contractors  and  vendors. 

Obviously,  none  of  this  would  have  happened  had  the  bill  ini- 
tially passed  by  Congress  and  sent  to  the  President  been  signed, 
but  that  is  behind  us.  We  need  to  move  forward  on  the  challenges 
ahead. 

We  have  asked,  Mr.  Secretary,  following  your  comments,  to  hear 
testimony  from  a  panel  of  outside  witnesses  who  will  discuss  the 
impact  of  the  budget  impasse  on  housing  activities  in  which  they 
are  engaged. 

[The  statement  follows:] 


Prepared  Statement  of  Christopher  S.  "Kit"  Bond 

U.S.  Senator  Christopher  S.  "Kit"  Bond,  Chairman  of  the  Senate  Appropriations 
Subcommittee  on  Veterans  Affairs,  Housing  and  Urban  Development  (VA-HUD)  and 
Independent  Agencies,  called  this  morning's  hearing  to  assess  the  magnitude  of  the 
adverse  consequences  of  the  President's  veto  of  the  fiscal  year  1996  appropriations 
bill  on  the  Department  of  Housing  and  Urban  Development.  The  goal  of  this  hearing 
is  not  merely  to  determine  the  extent  of  the  disaster  to  HUD,  Bond  is  focusing  on 
ways  to  avoid  aggravating  the  current  crisis  in  housing  programs  and,  ultimately, 
to  pursue  a  solution  to  the  devastating  situation.  The  spending  measure  vetoed  by 
the  President  contained  many  significant  reforms  of  HUD  programs  crafted  by  Bond 
to  address  the  crisis  in  housing. 

The  following  is  the  complete  text  of  Bond's  opening  statement: 

On  December  18,  President  Clinton  vetoed  the  VA-HUD  and  Independent  Agen- 
cies Appropriations  Bill  for  fiscal  year  1996.  While  very  unfortunate,  it  was  no  sur- 
prise. The  White  House  consistently  had  been  threatening  a  veto  unless  we  spent 
substantially  more  than  what  was  permitted  under  our  budget  allocation,  and  con- 
sistently refused  to  negotiate  any  compromise  on  their  demands.  The  only  move- 
ment was  the  increase  in  the  amount  of  additional  spending  demanded  by  the  White 
House.  In  December,  the  President  insisted  on  $1.9  billion  more.  After  the  veto,  the 
White  House  wish-list  grew  by  30  percent  to  $2.5  billion! 

Before  the  veto,  I  proposed  that  we  were  prepared  to  shift  up  to  a  billion  dollars 
within  our  budget  allocation  to  priorities  of  the  Administration,  including  more  for 
the  Environmental  Protection  Agency  (EPA),  the  National  Service  program  and  for 
HUD  housing  programs.  This  compromise  was  rejected  by  the  White  House  and,  as 
I  said  before,  after  the  veto  it  was  answered  by  an  increase  in  their  demands. 

This  is  more  than  simple  intransigence.  This  is  a  deliberate  effort  to  avoid  agree- 
ment. I  will  not  question  the  political  judgment  of  the  White  House,  but  we  must 
address  the  adverse  consequences  of  this  impasse.  This  hearing  is  not  intended 
merely  to  delineate  the  magnitude  of  this  disaster,  our  real  goal  is  to  find  a  way 
to  resolve  this  crisis. 

I  appreciate  Secretary  Cisneros'  willingness  to  join  us  this  morning.  This  after- 
noon we  plan  to  continue  these  hearings  with  Carol  Browner,  Administrator  of  the 
EPA,  to  discuss  the  impact  of  the  budget  impasse  on  her  agency.  I  suspect  the  Sec- 
retary and  Ms.  Browner,  and  perhaps  other  members  of  the  Committee,  may  have 
a  slightly  different  perspective  on  who  is  to  blame  for  the  budget  impasse.  But,  I 
also  know  that  the  Secretary  shares  our  concern  over  the  urgency  to  pass  his  De- 
partment's budget  and  to  enact  long  overdue  program  reforms. 

Over  a  year  ago,  we  held  a  series  of  special  hearings  on  the  management  and 
budgetary  crisis  at  HUD.  We  exeunined  glaring  deficiencies  in  a  number  of  critical 
housing  assistance  programs.  And,  we  began  the  development  of  program  and  man- 
agement reform  measures  which  resulted  in  the  enactment  of  the  Emergency  Sup- 
plemental and  Rescission  Act  of  1995.  That  bUl,  which  I  might  note  was  finally  en- 
acted after  an  initial  veto,  began  the  process  of  eliminating  unsustainable  housing 
commitments  and  reducing  burdensome  over-regulation.  It  was  to  be  followed  by 
more  comprehensive  legislation. 

Unfortunately,  the  authorization  bill  was  delayed,  so  the  fiscal  year  1996  appro- 
priations bill  included  both  funding  and  legislation  to  expedite  the  initiation  oi  re- 
forms necessary  to  preserve  affordable  housing  in  the  face  of  the  growing  severity 
of  our  budgetary  constraints.  That  bill  included  waiver  of  the  one-for-one  replace- 
ment rule  to  facilitate  the  demolition  of  failed  public  housing  developments  which 
are  blights  in  their  communities.  We  also  recommended  rent  reforms,  repeal  of 
counter-productive  tenant  selection  rules,  increased  local  administrative  flexibility, 
accelerated  modernization  of  pubUc  housing,  elimination  of  the  endless  lease  rule 
and  a  host  of  other  reforms  to  make  more  efficient  and  effective  use  of  limited  Fed- 
eral subsidy  funding.  In  addition  to  these  program  reforms,  the  Congress  approved 
provisions  in  the  appropriations  bill  which  addressed  the  impending  loss  of  tens  of 
thousands  of  affordable  housing  units  through  owner  prepa5rment  of  subsidized 
mortgages,  proposed  demonstration  programs  for  public  housing  flexibility  and  ex- 
tension of  expiring  multifamUy  housing  contracts. 

Frankly,  I  was  pleased  and  quite  proud  of  what  we  were  able  to  accomplish  in 
this  appropriations  bill,  especially  as  it  relates  to  the  Department  of  Housing  and 
Urban  Development.  In  the  face  of  our  budgetary  constraints,  and  the  sentiment  of 
a  number  of  my  colleagues  that  the  Department  should  be  aWished,  it  was  pleas- 
antly surprising  to  arrive  at  a  conference  agreement  with  the  House  which  sus- 
tained so  many  of  our  initiatives  to  improve  and  restore  needed  housing  and  com- 
munity development  activities. 


Of  course,  it  is  the  nature  of  compromise  that  not  all  of  our  objectives  were  satis- 
fied fully,  and  I  know  that  the  Secretary  is  prepared  to  delineate  a  number  of  the 
Administration's  concerns.  But  that  is  not  the  focus  of  this  hearing.  I  hope  we  will 
direct  our  attention  to  the  disruptive  and  dangerous  situation  in  which  we  now  find 
ourselves:  one  which  achieves  none  of  our  shared  reform  goals  and  fails  to  provide 
a  full  year  budget  for  the  Department  and  its  many  responsibilities.  More  impor- 
tantly, this  hearing  is  intended  to  provide  some  insight  as  to  how  we  get  beyond 
the  current  budget  impasse. 

This  hearing  is  intended  to  focus  attention  on  the  disruption  inflicted  on  the  ac- 
tivities of  only  two  of  our  agencies,  but  these  very  adverse  consequences  are  occur- 
ring throughout  the  Subcommittee's  jurisdiction.  For  example,  the  National  Science 
Foundation  has  lost  much  of  the  time  normally  used  to  prepare  for  reviews  and 
evaluations  of  grant  applications  for  scientific  research  grants.  Small  business  con- 
tractors of  the  National  Aeronautics  and  Space  Administration  and  other  federal 
agencies  have  been  threatened  with  bankruptcy  due  to  delays  in  payments  from  the 
government,  even  when  the  products  and  services  they  provide  are  essential  to 
health,  safety  and  preservation  of  property.  Thousands  of  employees  and  their  fami- 
lies are  being  subjected  to  the  uncertainty  and  anxiety  of  whether  they  will  receive 
a  needed  paycheck  or  have  been  laid  off  without  any  hope  of  pay  solely  because  of 
a  lapse  in  governmental  funding.  Even  after  we  put  these  disruptive  consequences 
behind  us  finally  by  enacting  these  necessary  appropriations  bills,  we  will  have  to 
pay  enormous  late  payment  penalties  due  contractors  and  vendors.  None  of  this 
would  have  happened,  of  course,  had  the  bill  initially  passed  by  Congress  and  sent 
to  the  President  been  signed. 

STATEMENT  OF  BARBARA  MIKULSKI 

Senator  Bond.  With  that,  it  is  a  pleasure  now  to  turn  to  my 
ranking  member,  Senator  Mikulski. 

Senator  Mikulski.  Thank  you  very  much,  Mr,  Chairman.  I  am 
glad  that  you  have  called  this  hearing.  This  has  been  quite  a  year. 
When  you  took  over  the  mantle  of  the  chairmanship,  neither  you 
nor  I  thought  we  would  arrive  at  this  point  today. 

With  your  chairmanship  and  the  Republican  leadership  in 
charge,  I  hoped  we  would  work  cooperatively  together  to  change 
our  ally  and  to  work  for  constructive  purposes. 

You  have  had  quite  a  year.  You  were  on  the  Budget  Committee, 
you  are  on  the  Housing  and  Banking  Whitewater  Committee,  and 
you  chaired  VA-HUD.  That  is  either  three  committees  or  three 
strikes.  I  do  not  know. 

Senator  Bond.  Small  Business  and  EPW,  too. 

Senator  Mikulski.  I  know  this  has  been  1  year  in  which  you 
have  sought  to  have — where  you  could  be  chairman  and  be  in 
charge,  and  I  hope  you  have  had  a  good  time. 

Senator  Bond.  It  has  been  a  blast,  Senator  Mikulski,  but  I  will 
say  here  once  again  what  I  have  said  on  the  floor  and  in  speeches 
around  the  State,  no  one  in  a  position  of  the  Chair  of  a  committee 
could  ask  for  a  finer,  more  cooperative  ranking  member. 

There  have  been  a  lot  of  things  that  may  not  have  been  too 
thrilling  this  year,  but  I  could  not  ask  for  greater  cooperation  and 
assistance  than  you  have  provided,  and  of  all  of  the  bad  things  that 
have  happened  to  me  this  year,  having  you  to  work  with  has  been 
one  of  the  very  good  things. 

Senator  MiKULSKi.  Well,  thank  you,  Mr.  Chairman. 

As  we  go  ahead  with  this  hearing,  I  am  very  glad  that  you  called 
it.  As  you  know.  President  Clinton  vetoed  the  bill  for  very  specific 
reasons,  and  I  would  like  to  have  unanimous  consent  to  put  his 
veto  message  in  the  record  as  part  of  this  hearing. 

Senator  Bond.  Without  objection. 

[The  information  follows:! 
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Veto  of  H.R.  2099 

message  from  the  president  of  the  united  states  transmitting  his  veto  of 
h.r.  2099,  a  bill  making  approprlations  for  the  departments  of  veterans  af- 
fairs and  housing  and  urban  development,  and  for  sundry  independent 
agencies,  boards,  commissions,  corporations,  and  offices  for  the  fiscal 
year  ending  september  30,  1996,  and  for  other  purposes 

To  the  House  of  Representatives: 

I  am  returning  herewith  without  my  approval  H.R.  2099,  the  "Departments  of 
Veterans  Affairs  and  Housing  and  Urban  Development,  and  Independent  Agencies 
Appropriations  Act,  1996." 

H.R.  2099  would  threaten  public  health  and  the  envirorunent,  end  programs  that 
are  helping  communities  help  themselves,  close  the  door  on  college  for  thousands 
of  young  people,  and  leave  veterans  seeking  medical  care  with  fewer  treatment  op- 
tions. 

The  bill  includes  no  funds  for  the  highly  successful  National  Service  program.  If 
such  fiinding  were  eliminated,  the  bill  would  cost  nearly  50,000  young  Americans 
the  opportunity  to  help  their  community,  through  AmeriCorps,  to  address  vital  local 
needs  such  as  health  care,  crime  prevention,  and  education  while  earning  a  mone- 
tary award  to  help  them  pursue  additional  education  or  training.  I  will  not  sign  any 
version  of  this  appropriations  bill  that  does  not  restore  funds  for  this  vital  program. 

This  bill  includes  a  22  percent  cut  in  requested  funding  for  the  Environmental 
Protection  Agency  [EPA],  including  a  25  percent  cut  in  enforcement  that  would  crip- 
ple EPA  efforts  to  enforce  laws  against  polluters.  Particularly  objectionable  are  the 
bill's  25  percent  cut  in  Superfund,  which  would  continue  to  expose  hundreds  of  thou- 
sands of  citizens  to  dangerous  chemicals  and  cuts,  which  would  hamper  efforts  to 
train  workers  in  hazardous  waste  cleanup. 

In  addition  to  severe  funding  cuts  for  EPA,  the  bill  also  includes  legislative  riders 
that  were  tacked  onto  the  bill  without  any  hearings  or  adequate  public  input,  in- 
cluding one  that  would  prevent  EPA  J5x)m  exercising  its  authority  under  the  Clean 
Water  Act  to  prevent  wetlands  losses. 

I  am  concerned  about  the  bill's  $762  million  reduction  to  my  request  for  funds 
that  would  go  directly  to  States  and  needy  cities  for  clean  water  and  drinking  water 
needs,  such  as  assistance  to  clean  up  Boston  Harbor.  I  also  object  to  cuts  the  Con- 
gress has  made  in  environmental  technology,  the  climate  change  action  plan,  and 
other  environmental  programs. 

The  bill  would  reduce  funding  for  the  Council  for  Environmental  Quality  by  more 
than  half.  Such  a  reduction  would  severely  hamper  the  Council's  ability  to  provide 
me  with  advice  on  environmental  policy  and  carry  out  its  responsibilities  under  the 
National  Environmental  Policy  Act. 

The  bill  provides  no  new  funding  for  the  Community  Development  Financial  Insti- 
tutions program,  an  important  initiative  for  bringing  credit  and  growth  to  commu- 
nities long  left  behind. 

While  the  bill  provides  spending  authority  for  several  important  initiatives  of  the 
Department  of  Housing  and  Urban  Development  [HUD],  including  Community  De- 
velopment Block  Grants,  homeless  assistance  and  the  sale  of  HUD-owned  prop- 
erties, it  lacks  funding  for  others.  For  example,  the  biU  provides  no  funds  to  support 
economic  development  initiatives;  it  has  insuflBcient  funds  for  incremental  rental 
vouchers;  and  it  cuts  nearly  in  half  my  request  for  tearing  down  the  most  severely 
distressed  housing  projects.  Also,  the  bill  contains  harmful  riders  that  would  trans- 
fer HUD's  Fair  Housing  activities  to  the  Justice  Department  and  eliminate  Federal 
preferences  in  the  section  8,  tenant-based  program. 

The  bill  provides  less  than  I  requested  for  the  medical  care  of  this  Nation's  veter- 
ans. It  includes  significant  restrictions  on  funding  for  the  Secretary  of  Veterans  Af- 
fairs that  appear  designed  to  impede  him  from  carrying  out  his  duties  as  an  advo- 
cate for  veterans.  Further,  the  bill  does  not  provide  necessary  funding  for  VA  hos- 
pital construction. 

For  these  reasons  and  others  my  Administration  has  conveyed  to  the  Congress  in 
earlier  communications,  I  cannot  accept  this  bill.  This  bill  does  not  reflect  the  values 
that  Americans  hold  dear.  I  urge  the  Congress  to  send  me  an  appropriations  bill 
for  these  important  priorities  that  truly  serves  the  American  people. 

WILLIAM  J.  Clinton. 
The  White  House,  December  18,  1995. 


H.R.  2099 

One  Hundred  Fourth  Congress  of  the  United  States  of  America 

at  the  first  session 

Begun  and  held  at  the  City  of  Washington  on  Wednesday,  the  fourth  day  of  January, 
one  thousand  nine  hundred  and  ninety-five 

An  Act 

Making  appropriations  for  the  Departments  of  Veterans  Affairs  and  Housing  and 
Urban  Development,  and  for  sundry  independent  agencies,  boards,  commissions, 
corporations,  and  offices  for  the  fiscal  year  ending  September  30,  1996,  and  for 
other  purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That  the  following  svuns  are  appropriated,  out  of 
any  money  in  the  Treasury  not  otherwise  appropriated,  for  the  Departments  of  Vet- 
erans Affairs  and  Housing  and  Urban  Development,  and  for  sundry  independent 
agencies,  boards,  commissions,  corporations,  and  offices  for  the  fiscal  year  ending 
September  30,  1996,  and  for  other  purposes,  namely: 

TITLE  I 

DEPARTMENT  OF  VETERANS  AFFAIRS 

Veterans  Benefits  Administration 

compensation  and  pensions 

(including  transfer  of  funds) 

For  the  payment  of  compensation  benefits  to  or  on  behalf  of  veterans  as  author- 
ized by  law  (38  U.S.C.  107,  chapters  11,  13,  51,  53,  55,  and  61);  pension  benefits 
to  or  on  behalf  of  veterans  as  authorized  by  law  (38  U.S.C.  chapters  15,  51,  53,  55, 
and  61;  92  Stat.  2508);  and  burial  benefits,  emergency  and  other  officers'  retirement 
pay,  adjusted-service  credits  and  certificates,  payment  of  premiums  due  on  commer- 
cial life  insurance  policies  guaranteed  under  the  provisions  of  Article  IV  of  the  Sol- 
diers' and  Sailors'  Civil  Relief  Act  of  1940,  as  amended,  and  for  other  benefits  as 
authorized  by  law  (38  U.S.C.  107,  1312,  1977,  and  2106,  chapters  23,  51,  53,  55, 
and  61;  50  U.S.C.  App.  540-548;  43  Stat.  122,  123;  45  Stat.  735;  76  Stat.  1198); 
$17,649,972,000,  to  remain  available  until  expended:  Provided,  That  not  to  exceed 
$25,180,000  of  the  amount  appropriated  shall  be  reimbursed  to  "General  operating 
expenses"  and  "Medical  care"  for  necessary  expenses  in  implementing  those  provi- 
sions authorized  in  the  Omnibus  Budget  Reconciliation  Act  of  1990,  and  in  the  Vet- 
erans' Benefits  Act  of  1992  (38  U.S.C.  chapters  51,  53,  and  55),  the  funding  source 
for  which  is  specifically  provided  as  the  "Compensation  and  pensions"  appropriation: 
Provided  further,  That  such  sums  as  may  be  earned  on  an  actual  qualifying  patient 
basis,  shall  be  reimbursed  to  "Medical  facilities  revolving  fund"  to  augment  the 
funding  of  individual  medical  facilities  for  nursing  home  care  provided  to  pensioners 
as  authorized  by  the  Veterans'  Benefits  Act  of  1992  (38  U.S.C.  chapter  55):  Provided 
further.  That  $12,000,000  previously  transferred  from  "Compensation  and  pensions" 
to  "Medical  facilities  revolving  fund"  shall  be  transferred  to  this  heading. 

READJUSTMENT  BENEFITS 

For  the  payment  of  readjustment  and  rehabilitation  benefits  to  or  on  behalf  of  vet- 
erans as  authorized  by  law  (38  U.S.C.  chapters  21,  30,  31,  34,  35,  36,  39,  51,  53, 
55,  and  61),  $1,345,300,000,  to  remain  available  until  expended:  Provided,  That 
funds  shall  be  available  to  pay  any  court  order,  court  award  or  any  compromise  set- 
tlement arising  from  litigation  involving  the  vocational  training  program  authorized 
by  section  18  of  Public  Law  98-77.  as  amended. 

VETERANS  INSURANCE  AND  INDEMNITIES 

For  military  and  naval  insurance,  national  service  life  insurance,  servicemen's  in- 
demnities, service-disabled  veterans  insurance,  and  veterans  mortgage  life  insur- 
ance as  authorized  by  law  (38  U.S.C.  chapter  19;  70  Stat.  887;  72  Stat.  487), 
$24,890,000,  to  remain  available  until  expended. 


GUARANTY  AND  INDEMNITY  PROGRAM  ACCOUNT 
(INCLUDING  TRANSFER  OF  FUNDS) 

For  the  cost  of  direct  and  guaranteed  loans,  such  sums  as  may  be  necessary  to 
carry  out  the  purpose  of  the  program,  as  authorized  by  38  U.S.C.  chapter  37,  as 
amended:  Provided,  That  such  costs,  including  the  cost  of  modifjdng  such  loans, 
shall  be  as  defined  in  section  502  of  the  Congressional  Budget  Act  of  1974,  as 
amended. 

In  addition,  for  administrative  expenses  to  carry  out  the  direct  and  guaranteed 
loan  programs,  $65,226,000,  which  may  be  transferred  to  and  merged  with  the  ap- 
propriation for  "General  operating  expenses". 

LOAN  GUARANTY  PROGRAM  ACCOUNT 
(INCLUDING  TRANSFER  OF  FUNDS) 

For  the  cost  of  direct  and  guaranteed  loans,  such  sums  as  may  be  necessary  to 
carry  out  the  purpose  of  the  program,  as  authorized  by  38  U.S.C.  chapter  37,  as 
amended:  Provided,  That  such  costs,  including  the  cost  of  modifying  such  loans, 
shall  be  as  defined  in  section  502  of  the  Congressional  Budget  Act  of  1974,  as 
amended. 

In  addition,  for  administrative  expenses  to  carry  out  the  direct  and  guaranteed 
loan  programs,  $52,138,000,  which  may  be  transferred  to  and  merged  with  the  ap- 
propriation for  "General  operating  expenses". 

DIRECT  LOAN  PROGRAM  ACCOUNT 

(INCLUDING  TRANSFER  OF  FUNDS) 

For  the  cost  of  direct  loans,  such  sums  as  may  be  necessary  to  carry  out  the  pur- 
pose of  the  program,  as  authorized  by  38  U.S.C.  chapter  37,  as  amended:  Provided, 
That  such  costs,  including  the  cost  of  modifying  such  loans,  shall  be  as  defined  in 
section  502  of  the  Congressional  Budget  Act  of  1974,  as  amended:  Provided  further, 
That  during  1996,  within  the  resources  available,  not  to  exceed  $300,000  in  gross 
obligations  for  direct  loans  are  authorized  for  specially  adapted  housing  loans  (38 
U.S.C.  chapter  37). 

In  addition,  for  administrative  expenses  to  carry  out  the  direct  loan  program, 
$459,000,  which  may  be  transferred  to  and  merged  with  the  appropriation  for  "Gen- 
eral operating  expenses". 

EDUCATION  LOAN  FUND  PROGRAM  ACCOUNT 

(INCLUDING  TRANSFER  OF  FUNDS) 

For  the  cost  of  direct  loans,  $1,000,  as  authorized  by  38  U.S.C.  3698,  as  amended: 
Provided,  That  such  costs,  including  the  cost  of  modifying  such  loans,  shall  be  as 
defined  in  section  502  of  the  Congressional  Budget  Act  of  1974,  as  amended:  Pro- 
vided further.  That  these  funds  are  available  to  subsidize  gross  obligations  for  the 
principal  amount  of  direct  loans  not  to  exceed  $4,000. 

In  addition,  for  administrative  expenses  necessary  to  carry  out  the  direct  loan  pro- 
gram, $195,000,  which  may  be  transferred  to  and  merged  with  the  appropriation  for 
"General  operating  expenses". 

VOCATIONAL  REHABILITATION  LOANS  PROGRAM  ACCOUNT 
(INCLUDING  TRANSFER  OF  FUNDS) 

For  the  cost  of  direct  loans,  $54,000,  as  authorized  by  38  U.S.C.  chapter  31,  as 
amended:  Provided,  That  such  costs,  including  the  cost  of  modifying  such  loans, 
shall  be  as  defined  in  section  502  of  the  Congressional  Budget  Act  of  1974,  as 
amended:  Provided  further.  That  these  funds  are  available  to  subsidize  gross  obliga- 
tions for  the  principal  amount  of  direct  loans  not  to  exceed  $1,964,000. 

In  addition,  for  administrative  expenses  necessary  to  carry  out  the  direct  loan  pro- 
gram, $377,000,  which  may  be  transferred  to  and  merged  with  the  appropriation  for 
"General  operating  expenses". 


NATIVE  AMERICAN  VETERAN  HOUSING  LOAN  PROGRAM  ACCOUNT 

(INCLUDING  TRANSFER  OF  FUNDS) 

For  administrative  expenses  to  carry  out  the  direct  loan  program  authorized  by 
38  U.S.C.  chapter  37,  subchapter  V,  as  amended,  $205,000,  which  may  be  trans- 
ferred to  and  merged  with  the  appropriation  for  "General  operating  expenses". 

Veterans  Health  Administration 

medical  care 

For  necessary  expenses  for  the  maintenance  and  operation  of  hospitals,  nursing 
homes,  and  domiciliary  facilities;  for  furnishing,  as  authorized  by  law,  inpatient  and 
outpatient  care  and  treatment  to  beneficiaries  of  the  Department  of  Veterans  Af- 
fairs, including  care  and  treatment  in  facilities  not  under  the  jurisdiction  of  the  De- 
partment of  Veterans  Affairs,  and  furnishing  recreational  facilities,  supplies,  and 
equipment;  funeral,  burial,  and  other  expenses  incidental  thereto  for  beneficiaries 
receiving  care  in  Department  of  Veterans  Affairs  facilities;  administrative  expenses 
in  support  of  planning,  design,  project  management,  real  property  acquisition  and 
disposition,  construction  and  renovation  of  any  facility  under  the  jurisoiction  or  for 
the  use  of  the  Department  of  Veterans  Affairs;  oversight,  engineering  and  architec- 
tural activities  not  charged  to  project  cost;  repairing,  altering,  improving  or  provid- 
ing facilities  in  the  several  hospitals  and  homes  under  the  iunsdiction  of  the  Depart- 
ment of  Veterans  Affairs,  not  otherwise  provided  for,  either  by  contract  or  by  the 
hire  of  temporary  employees  and  purchase  of  materials;  uniforms  or  allowances 
therefor,  as  authorized  by  law  (5  U.S.C.  5901-5902);  aid  to  State  homes  as  author- 
ized by  law  (38  U.S.C.  1741);  and  not  to  exceed  $8,000,000  to  fund  cost  comparison 
studies  as  referred  to  in  38  U.S.C.  8110(a)(5);  $16,564,000,000,  plus  reimburse- 
ments: Provided,  That  of  the  funds  made  available  under  this  heading,  $789,000,000 
is  for  the  equipment  and  land  and  structures  object  classifications  only,  which 
amount  shall  not  become  available  for  obligation  until  August  1,  1996,  and  shall  re- 
main available  for  obligation  untU  September  30,  1997. 

MEDICAL  AND  PROSTHETIC  RESEARCH 

For  necessary  expenses  in  carrying  out  programs  of  medical  and  prosthetic  re- 
search and  development  as  authorized  by  law  (38  U.S.C.  chapter  73),  to  remain 
available  until  September  30,  1997,  $257,000,000,  plus  reimbursements. 

MEDICAL  ADMINISTRATION  AND  MISCELLANEOUS  OPERATING  EXPENSES 

For  necessary  expenses  in  the  administration  of  the  medical,  hospital,  nursing 
home,  domiciliary,  construction,  supply,  and  research  activities,  as  authorized  by 
law;  administrative  expenses  in  support  of  planning,  design,  project  management, 
architectural,  engineering,  real  properly  acquisition  and  disposition,  construction 
and  renovation  of  any  facility  under  the  jurisdiction  or  for  the  use  of  the  Depart- 
ment of  Veterans  Aiiairs,  including  site  acquisition;  engineering  and  architectural 
activities  not  charged  to  project  cost;  and  research  and  development  in  building  con- 
struction technology;  $63,602,000,  plus  reimbursements. 

TRANSITIONAL  HOUSING  LOAN  PROGRAM 
(INCLUDING  TRANSFER  OF  FUNDS) 

For  the  cost  of  direct  loans,  $7,000,  as  authorized  by  Public  Law  102-54,  section 
8,  which  shall  be  transferred  from  the  "General  post  fund":  Provided,  That  such 
costs,  including  the  cost  of  modifying  such  loans,  shall  be  as  defined  in  section  502 
of  the  Congressional  Budget  Act  of  1974,  as  amended:  Provided  further.  That  these 
funds  are  available  to  subsidize  gross  obligations  for  the  principal  amount  of  direct 
loans  not  to  exceed  $70,000.  In  addition,  for  administrative  expenses  to  carry  out 
the  direct  loan  program,  $54,000,  which  shall  be  transferred  from  the  "General  post 
fund",  as  authorized  by  Public  Law  102-54,  section  8. 

Departmental  Administration 

general  operating  expenses 

For  necessary  operating  expenses  of  the  Department  of  Veterans  Affairs,  not  oth- 
erwise provided  for,  including  uniforms  or  allowances  therefor,  as  authorized  by  law; 
not  to  exceed  $25,000  for  official  reception  and  representation  expenses;  hire  of  pas- 
senger motor  vehicles;  and  reimbursement  of  the  CJeneral  Services  Administration 
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for  security  guard  services,  and  the  Department  of  Defense  for  the  cost  of  overseas 
employee  maU;  $848,143,000:  Provided,  That  of  the  amount  appropriated  and  any 
other  funds  made  available  from  any  other  source  for  activities  funded  under  this 
heading,  except  reimbursements,  not  to  exceed  $214,109,000  shall  be  available  for 
General  Administration;  including  not  to  exceed  (1)  $2,450,000  for  personnel  com- 
pensation and  benefits  and  $50,000  for  travel  in  the  Office  of  the  Secretary,  (2) 
$4,392,000  for  personnel  compensation  and  benefits  and  $75,000  for  travel  in  the 
Office  of  the  Assistant  Secretary  for  Policy  and  Planning,  (3)  $1,980,000  for  person- 
nel compensation  and  benefits  and  $33,000  for  travel  in  the  Office  of  the  Assistant 
Secretary  for  Congressional  Affairs,  and  (4)  $3,500,000  for  personnel  compensation 
and  benefits  and  $100,000  for  travel  in  the  Office  of  Assistant  Secretary  for  Public 
and  Intergovernmental  Affairs:  Provided  further.  That  during  fiscal  year  1996,  not- 
withstancung  any  other  provision  of  law,  the  number  of  individuals  employed  by  the 
Department  of  Veterans  Affairs  ( 1)  in  other  than  "career  appointee"  positions  in  the 
Senior  Executive  Service  shall  not  exceed  6,  and  (2)  in  schedule  C  positions  shall 
not  exceed  11:  Provided  further,  That  not  to  exceed  $6,000,000  of  the  amount  appro- 
priated shall  be  available  for  administrative  expenses  to  carry  out  the  direct  and 
guaranteed  loan  programs  under  the  Loan  Guaranty  Program  Account:  Provided 
further,  That  funds  under  this  heading  shall  be  available  to  administer  the  Service 
Members  Occupational  Conversion  and  Training  Act:  Provided  further,  That  the 
$25,500,000  earmarked  in  Public  Law  103-327  for  the  acquisition  of  automated  data 
processing  equipment  and  services  to  support  the  modernization  program  of  the  Vet- 
erans Benefits  Administration  is  available  for  any  expense  authorized  to  be  funded 
under  this  heading:  Provided  further.  That  none  of  the  funds  under  this  heading  (in- 
cluding funds  referred  to  in  the  preceding  proviso)  may  be  obligated  or  expended  for 
the  acquisition  of  automated  data  processing  equipment  and  services  for  Depart- 
ment of  Veterans  Affairs  regional  offices  to  support  Stage  III  of  the  automated  data 
equipment  modernization  program  of  the  Veterans  Benefits  Administration. 

NATIONAL  CEMETERY  SYSTEM 

For  necessary  expenses  for  the  maintenance  and  operation  of  the  National  Ceme- 
tery System  not  otherwise  provided  for,  including  uniforms  or  allowances  therefor, 
as  authorized  by  law;  cemeterial  expenses  as  authorized  by  law;  purchase  of  three 
passenger  motor  vehicles,  for  use  in  cemeterial  operations;  and  nire  of  passenger 
motor  vehicles,  $72,604,000. 

OFFICE  OF  INSPECTOR  GENERAL 

For  necessary  expenses  of  the  Office  of  Inspector  General  in  carrying  out  the  pro- 
visions of  the  Inspector  General  Act  of  1978,  as  amended,  $30,900,000. 

CONSTRUCTION,  MAJOR  PROJECTS 

(INCLUDING  TRANSFER  OF  FUNDS) 

For  constructing,  altering,  extending  and  improving  any  of  the  facilities  under  the 
jurisdiction  or  for  the  use  of  the  Department  of  Veterans  Affairs,  or  for  any  of  the 
purposes  set  forth  in  sections  316,  2404,  2406,  8102,  8103,  8106,  8108,  8109,  8110, 
and  8122  of  title  38,  United  States  Code,  including  planning,  architectural  and  engi- 
neering services,  maintenance  or  guarantee  period  services  costs  associated  with 
equipment  guarantees  provided  under  the  project,  services  of  claims  analysts,  offsite 
utility  and  storm  drainage  system  construction  costs,  and  site  acquisition,  where  the 
estimated  cost  of  a  project  is  $3,000,000  or  more  or  where  funds  for  a  project  were 
made  available  in  a  previous  major  project  appropriation,  $136,155,000,  to  remain 
available  until  expended:  Provided,  That  except  for  advance  planning  of  projects 
funded  through  the  advance  planning  fund  and  the  design  of  projects  funded 
through  the  design  fund,  none  of  these  funds  shall  be  used  for  anv  project  which 
has  not  been  considered  and  approved  by  the  Congress  in  the  budgetary  process: 
Provided  further.  That  funds  provided  in  this  appropriation  for  fiscal  year  1996,  for 
each  approved  project  shall  be  obligated  (1)  by  the  awarding  of  a  construction  docu- 
ments contract  by  September  30,  1996,  and  (2)  by  the  awarding  of  a  construction 
contract  by  September  30,  1997:  Provided  further.  That  the  Secretary  shall  promptly 
report  in  writing  to  the  Comptroller  General  and  to  the  Committees  on  Appropria- 
tions any  approved  major  construction  project  in  which  obligations  are  not  incurred 
within  the  time  limitations  established  above;  and  the  Comptroller  General  shall  re- 
view the  report  in  accordance  with  the  procedures  established  by  section  1015  of  the 
Impoundment  Control  Act  of  1974  (title  X  of  Public  Law  93-344):  Provided  further. 
That  no  funds  from  any  other  account  except  the  "Parking  revolving  fund",  may  be 
obligated  for  constructing,  altering,  extending,  or  improving  a  project  which  was  ap- 
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proved  in  the  budget  process  and  funded  in  this  account  until  one  year  after  sub- 
stantial completion  and  beneficial  occupancy  by  the  Department  of  Veterans  Affairs 
of  the  project  or  any  part  thereof  with  respect  to  that  part  only:  Provided  further, 
That  of  the  funds  made  available  under  this  heading  in  Public  Law  103-327, 
$7,000,000  shall  be  transferred  to  the  "Parking  revolving  fund". 

CONSTRUCTION,  MINOR  PROJECTS 

For  constructing,  altering,  extending,  and  improving  any  of  the  facilities  under  the 
jurisdiction  or  for  the  use  of  the  Department  of  Veterans  Affairs,  including  planning, 
architectural  and  engineering  services,  maintenance  or  guarantee  perioa  services 
costs  associated  with  equipment  guarantees  provided  under  the  project,  services  of 
claims  analysts,  offsite  utility  and  storm  drainage  system  construction  costs,  and 
site  acquisition,  or  for  any  of  the  purposes  set  forth  in  sections  316,  2404,  2406, 
8102,  8103,  8106,  8108,  8109,  8110,  and  8122  of  title  38,  United  States  Code,  where 
the  estimated  cost  of  a  project  is  less  than  $3,000,000,  $190,000,000,  to  remain 
available  until  expended,  along  with  unobligated  balances  of  previous  "Construction, 
minor  projects"  appropriations  which  are  hereby  made  available  for  any  project 
where  the  estimated  cost  is  less  than  $3,000,000:  Provided,  That  funds  in  this  ac- 
count shall  be  available  for  (1)  repairs  to  any  of  the  nonmedical  facilities  under  the 
jurisdiction  or  for  the  use  of  the  Department  of  Veterans  Affairs  which  are  nec- 
essary because  of  loss  or  damage  caused  by  any  natural  disaster  or  catastrophe,  and 
(2)  temporary  measures  necessary  to  prevent  or  to  minimize  further  loss  by  such 
causes. 

PARKING  REVOLVING  FUND 

For  the  parking  revolving  fund  as  authorized  by  law  (38  U.S.C.  8109),  income 
from  fees  collected,  to  remain  available  until  expended.  Resources  of  this  fund  shedl 
be  available  for  all  expenses  authorized  by  38  U.S.C.  8109  except  operations  and 
maintenance  costs  which  will  be  funded  from  "Medical  care". 

GRANTS  FOR  CONSTRUCTION  OF  STATE  EXTENDED  CARE  FACILITIES 

For  grants  to  assist  the  several  States  to  acquire  or  construct  State  nursing  home 
and  domiciliary  facilities  and  to  remodel,  modify  or  alter  existing  hospital,  nursing 
home  and  domiciliary  facilities  in  State  homes,  for  furnishing  care  to  veterans  as 
authorized  by  law  (38  U.S.C.  8131-8137),  $47,397,000,  to  remain  available  until  ex- 
pended. 

GRANTS  FOR  THE  CONSTRUCTION  OF  STATE  VETERANS  CEMETERIES 

For  grants  to  aid  States  in  establishing,  expanding,  or  improving  State  veteran 
cemeteries  as  authorized  by  law  (38  U.S.C.  2408),  $1,000,000,  to  remain  available 
until  September  30,  1998. 

ADMINISTRATIVE  PROVISIONS 
(INCLUDING  TRANSFER  OF  FUNDS) 

Sec  101.  Any  appropriation  for  1996  for  "Compensation  and  pensions",  "Readjust- 
ment benefits",  and  "Veterans  insurance  and  indemnities"  may  be  transferred  to 
any  other  of  the  mentioned  appropriations. 

Sec.  102.  Appropriations  availaole  to  the  Department  of  Veterans  Affairs  for  1996 
for  salaries  and  expenses  shall  be  available  for  services  as  authorized  by  5  U.S.C. 
3109. 

Sec.  103.  No  part  of  the  appropriations  in  this  Act  for  the  Department  of  Veterans 
Affairs  (except  the  appropriations  for  "Construction,  major  projects",  "Construction, 
minor  projects",  and  the  "Parking  revolving  fund")  shall  be  available  for  the  pur- 
chase of  any  site  for  or  toward  the  construction  of  any  new  hospital  or  home. 

Sec.   104.  No  part  of  the  foregoing  appropriations  shedl  be  available  for  hos- 

fiitaUzation  or  examination  of  any  persons  except  beneficiaries  entitled  under  the 
aws  bestowing  such  benefits  to  veterans,  unless  reimbursement  of  cost  is  made  to 
the  appropriation  at  such  rates  as  may  be  fixed  by  the  Secretary  of  Veterans  Affairs. 
Sec.  105.  Appropriations  available  to  the  Department  of  Veterans  Affairs  for  fiscal 
year  1996  for  Compensation  and  pensions",  "Readjustment  benefits",  and  "Veterans 
insurance  and  indemnities"  shall  be  available  for  paj^nent  of  prior  year  accrued  obli- 
gations required  to  be  recorded  by  law  against  the  corresponding  prior  year  accounts 
within  the  last  quarter  of  fiscal  year  1995. 

Sec.  106.  Appropriations  accounts  available  to  the  Department  of  Veterans  Affairs 
for  fiscal  year  1996  shall  be  available  to  pay  prior  year  obligations  of  corresponding 
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prior  year  appropriations  accounts  resulting  from  title  X  of  the  Competitive  Equality 
Banking  Act,  Public  Law  100-86,  except  that  if  such  obligations  are  from  trust  fund 
accounts  they  shall  be  payable  from  "Compensation  and  pensions". 
Sec.  107.  Chapter  19  of  title  38,  United  States  Code,  is  amended  as  follows: 

(1)  Section  1920  is  amended — 

(A)  in  subsection  (a),  by  inserting  ",  and  for  the  reimbursement  of  ad- 
ministrative costs  under  subsection  (c)"  before  the  period  at  the  end  of  the 
second  sentence;  and 

(B)  by  adding  at  the  end  the  following  new  subsection: 

"(c)(1)  For  each  fiscal  year  for  which  this  subsection  is  in  effect,  the  Secretary 
shall,  from  the  National  Service  Life  Insurance  Fund,  reimburse  the  'General  oper- 
ating expenses'  account  of  the  Department  for  the  amount  of  administrative  costs 
determined  under  paragraph  (2)  for  that  fiscal  year.  Such  reimbursement  shall  be 
made  from  any  surplus  earnings  for  that  fiscal  year  that  are  available  for  dividends 
on  such  insurance  after  claims  have  been  paid  and  actuarially  determined  reserves 
have  been  set  aside.  However,  if  the  amount  of  such  administrative  costs  exceeds 
the  amount  of  such  surplus  earnings,  such  reimbursement  shall  be  made  only  to  the 
extent  of  such  surplus  earnings. 

"(2)  The  Secretary  shall  determine  the  administrative  costs  to  the  Department  for 
a  fiscal  year  for  which  this  subsection  is  in  effect  which,  in  the  judgment  of  the  Sec- 
retary, are  properly  allocable  to  the  provision  of  National  Service  Life  Insurance 
(and  to  the  provision  of  any  total  disability  income  insurance  added  to  the  provision 
of  such  insurance). 

"(3)  This  subsection  shall  be  in  effect  only  with  respect  to  fiscal  year  1996.". 

(2)  Section  1923  is  amended — 

(A)  in  subsection  (a),  by  inserting  ",  and  for  the  reimbursement  of  ad- 
ministrative costs  under  subsection  (d)"  before  the  period  at  the  end  of  the 
last  sentence;  and 

(B)  by  adding  at  the  end  the  following  new  subsection: 

"(d)(1)  For  each  fiscal  year  for  which  this  subsection  is  in  effect,  the  Secretary 
shall,  from  the  Veterans'  Special  Life  Insurance  Fund,  reimburse  the  'General  oper- 
ating expenses'  account  of  the  Department  for  the  amount  of  administrative  costs 
determined  under  paragraph  (2)  for  that  fiscal  year.  Such  reimbursement  shall  be 
made  from  any  surplus  earnings  for  that  fiscal  year  that  are  available  for  dividends 
on  such  insurance  after  claims  have  been  paid  and  actuarially  determined  reserves 
have  been  set  aside.  However,  if  the  amount  of  such  administrative  costs  exceeds 
the  amount  of  such  surplus  earnings,  such  reimbursement  shall  be  made  only  to  the 
extent  of  such  surplus  earnings. 

"(2)  The  Secretary  shall  determine  the  administrative  costs  to  the  Department  for 
a  fiscal  year  for  which  this  subsection  is  in  effect  which,  in  the  judgment  of  the  Sec- 
retary, are  properly  allocable  to  the  provision  of  Veterans'  Special  Life  Insurance 
(and  to  the  provision  of  any  total  disability  income  insurance  added  to  the  provision 
of  such  insurance). 

"(3)  This  subsection  shall  be  in  effect  only  with  respect  to  fiscal  year  1996.". 

(3)  Section  1955  is  amended — 

(A)  in  subsection  (a),  by  inserting  ",  and  for  the  reimbursement  of  ad- 
ministrative costs  under  subsection  (c)"  before  the  period  at  the  end  of  the 
first  sentence;  and 

(B)  by  adding  at  the  end  the  following  new  subsection: 

"(c)(1)  For  each  fiscal  year  for  which  this  subsection  is  in  effect,  the  Secretary 
shall,  from  the  United  States  Government  Life  Insurance  Fund,  reimburse  the  'Gen- 
eral operating  expenses'  account  of  the  Department  for  the  amount  of  administra- 
tive costs  determined  under  paragraph  (2)  tor  that  fiscal  year.  Such  reimbiirsement 
shall  be  made  from  any  surplus  earnings  for  that  fiscal  year  that  are  available  for 
dividends  on  such  insurance  after  claims  have  been  paid  and  actuarially  determined 
reserves  have  been  set  aside.  However,  if  the  amount  of  such  administrative  costs 
exceeds  the  amount  of  such  surplus  earnings,  such  reimbursement  shall  be  made 
only  to  the  extent  of  such  surplus  earnings. 

"(2)  The  Secretary  shall  determine  the  administrative  costs  to  the  Department  for 
a  fiscal  year  for  which  this  subsection  is  in  effect  which,  in  the  judgment  of  the  Sec- 
retary, are  properly  allocable  to  the  provision  of  United  States  Government  Life  In- 
surance (and  to  the  provision  of  any  total  disability  income  insurance  added  to  the 
provision  of  such  insurance). 

"(3)  This  subsection  shall  be  in  effect  only  with  respect  to  fiscal  year  1996.". 

(4)  Section  1982  is  amended  by  striking  out  ^'The  United  States"  and  insert- 
ing in  lieu  thereof  "Except  as  provided  in  sections  1920(c),  1923(d),  and  1955(c) 
of  this  title,  the  United  States". 
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Sec.  108.  Notwithstanding  any  other  provision  of  law,  the  Secretary  of  Veterans 
Affairs  is  authorized  to  transfer,  without  compensation  or  reimbursement,  the  juris- 
diction and  control  of  a  parcel  of  land  consisting  of  approximately  6.3  acres,  located 
on  the  south  edge  of  the  Department  of  Veterans  Affairs  Medical  and  Regional  Of- 
fice Center,  Wichita,  Kansas,  including  buildings  Nos.  8  and  30  and  other  improve- 
ments thereon,  to  the  Secretary  of  Transportation  for  the  purpose  of  expanding  and 
modernizing  United  States  Highway  54:  Provided,  That  if  necessary,  the  exact  acre- 
age and  legal  description  of  the  real  property  transferred  shall  be  determined  by  a 
survey  satisfactory  to  the  Secretary  of  Veterans  Affairs  and  the  Secretary  of  Trans- 
portation shall  bear  the  cost  of  such  survey:  Provided  further,  That  the  Secretary 
of  Transportation  shall  be  responsible  for  all  costs  associated  with  the  transferred 
land  and  improvements  thereon,  and  compliance  with  all  existing  statutes  and  regu- 
lations: Provided  further,  That  the  Secretary  of  Veterans  Affairs  and  the  Secretary 
of  Transportation  may  require  such  additional  terms  and  conditions  as  each  Sec- 
retary considers  appropriate  to  effectuate  this  transfer  of  land. 

Sec.  109.  During  fiscal  year  1996,  not  to  exceed  $4,500,000  may  be  transferred 
from  "Medical  care"  to  "Medical  administration  and  miscellaneous  operating  ex- 
penses". No  transfer  may  occur  until  20  days  after  the  Secretary  of  Veterans  Affairs 
provides  written  notice  to  the  House  and  Senate  Committees  on  Appropriations. 

TITLE  II 

DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

Housing  Programs 

annual  contributions  for  assisted  housing 

For  assistance  under  the  United  States  Housing  Act  of  1937,  as  amended  ("the 
Act"  herein)  (42  U.S.C.  1437),  not  otherwise  provided  for,  $10,155,795,000,  to  remain 
available  until  expended:  Provided,  That  of  the  total  eunount  provided  under  this 
head,  $160,000,000  shall  be  for  the  development  or  acquisition  cost  of  public  housing 
for  Indian  families,  including  amounts  for  housing  under  the  mutual  help  home- 
ownership  opportunity  program  under  section  202  of  the  Act  (42  U.S.C.  1437bb): 
Provided  further.  That  of  the  total  amount  provided  under  this  head,  $2,500,000,000 
shall  be  for  modernization  of  existing  public  housing  projects  pursuant  to  section  14 
of  the  Act  (42  U.S.C.  14371),  including  up  to  $20,000,000  for  the  inspection  of  public 
housing  units,  contract  expertise,  and  training  and  technical  assistance,  directly  or 
indirectly,  under  grants,  contracts,  or  cooperative  agreements,  to  assist  in  the  over- 
sight and  management  of  public  and  Indian  housing  (whether  or  not  the  housing 
is  being  modernized  with  assistance  under  this  proviso)  or  tenant-based  assistance, 
including,  but  not  limited  to,  an  annual  resident  survey,  data  collection  and  analy- 
sis, training  and  technical  assistance  by  or  to  officials  and  employees  of  the  Depart- 
ment and  of  public  housing  agencies  and  to  residents  in  connection  with  the  public 
and  Indian  housing  program:  Provided  further,  That  of  the  total  amount  provided 
under  this  head,  $400,000,000  shall  be  for  rentsd  subsidy  contracts  under  the  section 
8  existing  housing  certificate  program  and  the  housing  voucher  program  under  sec- 
tion 8  of  the  Act,  except  that  such  amounts  shall  be  used  only  for  units  necessary 
to  provide  housing  assistance  for  residents  to  be  relocated  from  existing  federally 
subsidized  or  assisted  housing,  for  replacement  housing  for  units  demolished  or  dis- 
posed of  (including  units  to  be  disposed  of  pursuant  to  a  homeownership  program 
under  section  5(h)  or  title  III  of  the  United  States  Housing  Act  of  1937)  from  the 
public  housing  inventory,  for  funds  related  to  litigation  settlements,  for  the  conver- 
sion of  section  23  projects  to  assistance  under  section  8,  for  public  housing  agencies 
to  implement  allocation  plans  approved  by  the  Secretary  for  designated  housing,  for 
funds  to  carry  out  the  family  unification  program,  and  for  the  relocation  of  wit- 
nesses in  connection  with  efforts  to  combat  crime  in  public  and  assisted  housing 
pursuant  to  a  request  from  a  law  enforcement  or  prosecution  agency:  Provided  fur- 
ther, That  of  the  total  amount  provided  under  this  head,  $4,350,862,000  shall  be  for 
assistance  under  the  United  States  Housing  Act  of  1937  (42  U.S.C.  1437)  for  use 
in  connection  with  expiring  or  terminating  section  8  subsidy  contracts,  such 
amounts  shall  be  merged  with  all  remaining  obligated  and  unobligated  balances 
heretofore  appropriated  under  the  heading  "Renewal  of  expiring  section  8  subsidy 
contracts":  Provided  further.  That  notwithstanding  any  other  provision  of  law,  as- 
sistance reserved  under  the  two  preceding  provisos  may  be  used  in  connection  with 
any  provision  of  Federal  law  enacted  in  this  Act  or  after  the  enactment  of  this  Act 
that  authorizes  the  use  of  rental  assistance  amounts  in  connection  with  such  termi- 
nated or  expired  contracts:  Provided  further.  That  the  Secretary  may  determine  not 
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to  apply  section  8(o)(6)(B)  of  the  Act  to  housing  vouchers  during  fiscal  year  1996: 
Provided  further.  That  of  the  total  amount  provided  under  this  head,  $610,575,000 
shall  be  for  amendments  to  section  8  contracts  other  than  contracts  for  projects  de- 
veloped under  section  202  of  the  Housing  Act  of  1959,  as  amended;  and 
$261,000,000  shall  be  for  section  8  assistance  and  rehabilitation  grants  for  property 
disposition:  Provided  further,  That  during  fiscal  year  1996,  the  Secretary  of  Housing 
ana  Urban  Development  may  manage  and  dispose  of  multifamily  properties  owned 
by  the  Secretary,  including  the  provision  for  grants  from  the  General  Insurance 
Fund  (12  U.S.C.  1735c)  for  the  necessary  costs  of  rehabilitation  and  other  related 
development  costs  and  multifamily  mortgages  held  by  the  Secretary  without  regard 
to  any  other  provision  of  law:  Provided  further,  That  50  per  centum  of  the  amounts 
of  budget  authority,  or  in  lieu  thereof  50  per  centum  of  the  cash  amounts  associated 
with  such  budget  authority,  that  are  recaptured  fi-om  projects  described  in  section 
1012(a)  of  the  Stewart  B.  McKinney  Homeiess  Assistance  Amendments  Act  of  1988 
(Public  Law  100-628,  102  Stat.  3224,  3268)  shall  be  rescinded,  or  in  the  case  of 
cash,  shall  be  remitted  to  the  Treasury,  and  such  amounts  of  budget  authority  or 
cash  recaptured  and  not  rescinded  or  remitted  to  the  Treasury  shall  be  used  bv 
State  housing  finance  agencies  or  local  governments  or  local  housing  agencies  with 
projects  approved  by  the  Secretary  of  Housing  and  Urban  Development  for  which 
settlement  occurred  after  January  1,  1992,  in  accordance  with  such  section:  Pro- 
vided further,  That  of  the  total  amount  provided  under  this  head,  $171,000,000  shall 
be  for  housing  opportunities  for  persons  with  AIDS  under  title  VIII,  subtitle  D  of 
the  Cranston-Gonzalez  National  Affordable  Housing  Act;  and  $65,000,000  shall  be 
for  the  lead-based  paint  hazard  reduction  program  as  authorized  under  sections 
1011  and  1053  of  the  Residential  Lead-Based  Hazard  Reduction  Act  of  1992:  Pro- 
vided further.  That  the  Secretary  may  make  up  to  $5,000,000  of  any  amount  recap- 
tured in  this  account  available  for  the  development  of  performance  and  financial 
systems. 

Of  the  total  amount  provided  under  this  head,  $624,000,000,  plus  amounts  recap- 
tured from  interest  reduction  pajmient  contracts  for  section  236  projects  whose  own- 
ers prepay  their  mortgages  during  fiscal  year  1996  (which  amounts  shall  be  trans- 
ferred and  merged  wiUi  this  account),  shall  be  for  use  in  conjunction  with  properties 
that  are  eligible  for  assistance  under  the  Low  Income  Housing  Preservation  and 
Resident  Homeownership  Act  of  1990  (LIHPRHA)  or  the  Emergency  Low-Income 
Housing  Preservation  Act  of  1987  (ELIHPA):  Provided,  That  prior  to  July  1,  1996, 
funding  to  carry  out  plans  of  action  shall  be  limited  to  sales  oi  projects  to  non-profit 
organizations,  tenant-sponsored  organizations,  and  other  priority  purchasers:  Pro- 
vided further,  That  of  the  amount  made  available  by  this  paragraph,  up  to 
$10,000,000  shall  be  available  for  preservation  technical  assistance  grants  pursuant 
to  section  253  of  the  Housing  and  Community  Development  Act  of  1987,  as  amend- 
ed: Provided  further.  That  with  respect  to  amounts  made  available  by  this  para- 
graph, after  July  1,  1996,  if  the  Secretary  determines  that  the  demand  for  funding 
may  exceed  amounts  available  for  such  funding,  the  Secretary  (1)  may  determine 
priorities  for  distributing  available  funds,  including  giving  priority  fiinding  to  ten- 
ants displaced  due  to  mortgage  prepayment  and  to  projects  that  have  not  yet  been 
funded  but  which  have  approved  plans  of  action;  and  (2)  may  impose  a  temporary 
moratorium  on  applications  by  potential  recipients  of  such  fiinding:  Provided  fur- 
ther. That  an  owner  of  eligible  low-income  housing  may  prepay  the  mortgage  or  re- 
quest voluntary  termination  of  a  mortgage  insurance  contract,  so  long  as  said  owner 
agrees  not  to  raise  rents  for  sixty  days  after  such  prepa3Tnent:  Provided  further. 
That  an  owner  of  eligible  low-income  housing  who  has  not  timely  filed  a  second  no- 
tice under  section  216(d)  prior  to  the  effective  date  of  this  Act  may  file  such  notice 
by  March  1,  1996:  Provided  further,  That  such  developments  have  been  determined 
to  have  preservation  equity  at  least  equal  to  the  lesser  of  $5,000  per  unit  or 
$500,000  per  project  or  the  equivalent  of  eight  times  the  most  recently  published 
fair  market  rent  for  the  area  in  which  the  project  is  located  as  the  appropriate  unit 
size  for  all  of  the  units  in  the  eligible  project:  Provided  further.  That  the  Secretary 
may  modify  the  regulatory  agreement  to  permit  owners  and  priority  purchasers  to 
retain  rental  income  in  excess  of  the  basic  rental  charge  in  projects  assisted  under 
section  236  of  the  National  Housing  Act,  for  the  purpose  of  preserving  the  low  and 
moderate  income  character  of  the  housing:  Provided  further,^  T^at  the  Secretary  may 
give  priority  fo  fiinding  and  processing  the  following  projects  provided  that  the  funa- 
ing  is  obligated  not  later  than  August  1,  1996:  (1)  projects  with  approved  plans  of 
action  to  ret|dn  the  housing  that  file  a  modified  plan  of  action  no  later  than  July 
1,  1996  to  transfer  the  housing;  (2)  projects  with  approved  plans  of  action  that  are 
subject  to  a  repayment  or  settlement  agreement  that  was  executed  between  the 
owner  and  the  Secretary  prior  to  September  1,  1995;  (3)  projects  for  which  submis- 
sions were  delayed  as  a  result  of  their  location  in  areas  that  were  designated  as  a 
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Federal  disaster  area  in  a  Presidential  Disaster  Declaration;  and  (4)  projects  whose 
processing  was,  in  fact  or  in  practical  effect,  suspended,  deferred,  or  interrupted  for 
a  period  of  twelve  months  or  more  because  of  differing  interpretations,  by  the  Sec- 
retary and  an  owner  or  by  the  Secretary  and  a  State  or  local  rent  regulatory  agency, 
concerning  the  timing  of  filing  eligibility  or  the  effect  of  a  presumptively  applicable 
State  or  local  rent  control  law  or  regulation  on  the  determination  of  preservation 
value  under  section  213  of  LIHPRHA,  as  amended,  if  the  owner  of  such  project  filed 
notice  of  intent  to  extend  the  low-income  affordability  restrictions  of  the  housing, 
or  transfer  to  a  qualified  purchaser  who  would  extend  such  restrictions,  on  or  before 
November  1,  1993:  Provided  further.  That  eligible  low-income  housing  shall  include 
properties  meeting  the  requirements  of  this  paragraph  with  mortgages  that  are  held 
by  a  State  agency  as  a  result  of  a  sale  by  the  Secretary  without  insurance,  which 
immediately  before  the  sale  would  have  been  eligible  low-income  housing  under 
LIHPRHA:  Provided  further.  That  notwithstanding  any  other  provision  of  law,  sub- 
ject to  the  availability  of  appropriated  funds,  each  unassisted  low-income  family  re- 
siding in  the  housing  on  the  date  of  prepajrment  or  voluntary  termination,  and 
whose  rent,  as  a  result  of  a  rent  increase  occurring  no  later  than  one  year  after  the 
date  of  the  prepayment,  exceeds  30  percent  of  adjusted  income,  shall  be  offered  ten- 
ant-based assistance  in  accordance  with  section  8  or  any  successor  program,  under 
which  the  family  shall  pay  no  less  for  rent  than  it  paid  on  such  date:  Provided  fur- 
ther. That  any  family  receiving  tenant-based  assistance  under  the  preceding  proviso 
may  elect  (1)  to  remain  in  the  unit  of  the  housing  and  if  the  rent  exceeds  the  fair 
market  rent  or  payment  standard,  as  applicable,  me  rent  shall  be  deemed  to  be  the 
applicable  standard,  so  long  as  the  administering  public  housing  agency  finds  that 
the  rent  is  reasonable  in  comparison  with  rents  charged  for  comparable  unassisted 
housing  units  in  the  market  or  (2)  to  move  from  the  housing  and  the  rent  will  be 
subject  to  the  fair  market  rent  of  the  payment  standard,  as  applicable,  under  exist- 
ing program  rules  and  procedures:  Provided  further.  That  up  to  $10,000,000  of  the 
amount  made  available  by  this  paragraph  may  be  used  at  the  discretion  of  the  Sec- 
retary to  reimburse  owners  of  eligible  properties  for  which  plans  of  action  were  sub- 
mitted prior  to  the  effective  date  of  this  Act,  but  were  not  executed  for  lack  of  avail- 
able funds,  with  such  reimbursement  available  only  for  documented  costs  directly 
applicable  to  the  preparation  of  the  plan  of  action  as  determined  by  the  Secretary, 
and  shall  be  made  available  on  terms  and  conditions  to  be  established  by  the  Sec- 
retary: Provided  further.  That,  notwithstanding  any  other  provision  of  law,  effective 
October  1,  1996,  the  Secretary  shall  suspend  fiirther  processing  of  preservation  ap- 
plications which  do  not  have  approved  plans  of  action. 

Of  the  total  amount  provided  under  this  head,  $780,190,000  shall  be  for  capital 
advances,  including  amendments  to  capital  advance  contracts,  for  housing  for  the 
elderly,  as  authorized  by  section  202  of  the  Housing  Act  of  1959,  as  amended,  and 
for  project  rental  assistance,  and  amendments  to  contracts  for  project  rental  assist- 
ance, for  supportive  housing  for  the  elderly  imder  section  202(c)(2)  of  the  Housing 
Act  of  1959;  and  $233,168,000  shall  be  for  capital  advances,  including  amendments 
to  capital  advance  contracts,  for  supportive  housing  for  persons  with  disabilities,  as 
authorized  by  section  811  of  the  Cranston-Gonzalez  National  Affordable  Housing 
Act;  and  for  project  rental  assistance,  and  amendments  to  contracts  for  project  rent- 
al assistance,  for  supportive  housing  for  persons  with  disabilities  as  authorized  by 
section  811  of  the  Cranston-Gonzalez  National  Affordable  Housing  Act:  Provided, 
That  the  Secretary  may  designate  up  to  25  percent  of  the  amounts  earmarked  under 
this  paragraph  for  section  811  of  the  Cranston-Gonzalez  National  Affordable  Hous- 
ing Act  for  tenant-based  assistance,  as  authorized  under  that  section,  which  assist- 
ance is  five-years  in  duration:  Provided  further.  That  the  Secretary  may  waive  any 
provision  of  section  202  of  the  Housing  Act  of  1959  and  section  811  of  the  National 
Affordable  Housing  Act  (including  the  provisions  governing  the  terms  and  conditions 
of  project  rental  assistance)  that  the  Secretary  determines  is  not  necessary  to 
achieve  the  objectives  of  these  programs,  or  that  otherwise  impedes  the  ability  to 
develop,  operate  or  administer  projects  assisted  under  these  programs,  and  may 
make  provision  for  alternative  conditions  or  terms  where  appropriate. 

PUBUC  HOUSING  DEMOLITION,  SITE  REVITALIZATION,  AND  REPLACEMENT  HOUSING 

GRANTS 

For  grants  to  public  housing  agencies  for  the  purposes  of  enabling  the  demolition 
of  obsolete  public  housing  projects  or  portions  thereof,  the  revitalization  (where  ap- 
propriate) of  sites  (including  remaining  pubUc  housing  units)  on  which  such  projects 
are  located,  replacement  housing  which  will  avoid  or  lessen  concentrations  of  very 
low-income  families,  and  tenant-based  assistance  in  accordance  with  section  8  of  the 
United  States  Housing  Act  of  1937  for  the  purpose  of  providing  replacement  housing 
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and  assisting  tenants  to  be  displaced  by  the  demolition,  $280,000,000,  to  remain 
available  until  expended:  Provided,  That  the  Secretary  of  Housing  and  Urban  Devel- 
opment shall  award  such  funds  to  public  housing  agencies  by  a  competition  which 
includes  among  other  relevant  criteria  the  local  and  national  impact  of  the  proposed 
demolition  and  revitalization  activities  and  the  extent  to  which  the  public  housing 
agency  could  undertake  such  activities  without  the  additional  assistance  to  be  pro- 
vided hereunder:  Provided  further,  That  eligible  expenditures  hereunder  shall  be 
those  expenditures  eligible  under  section  8  and  section  14  of  the  United  States 
Housing  Act  of  1937  (42  U.S.C.  1437f  and  1):  Provided  further.  That  the  Secretary 
may  impose  such  conditions  and  requirements  as  the  Secretary  deems  appropriate 
to  effectuate  the  purposes  of  this  paragraph:  Provided  further.  That  the  Secretary 
may  require  an  agency  selected  to  receive  funding  to  make  arrangements  satisfac- 
tory to  the  Secretary  for  use  of  an  entity  other  than  the  agency  to  carry  out  this 
program  where  the  Secretary  determines  that  such  action  will  help  to  effectuate  the 
purpose  of  this  paragraph:  Provided  further.  That  in  the  event  an  agency  selected 
to  receive  funding  does  not  proceed  expeditiously  as  determined  by  the  Secretary, 
the  Secretary  shall  withdraw  any  funding  made  available  pxirsuant  to  this  para- 
graph that  has  not  been  obligated  by  the  agency  and  distribute  such  funds  to  one 
or  more  other  eligible  agencies,  or  to  other  entities  capable  of  proceeding  expedi- 
tiously in  the  same  locality  with  the  original  program:  Provided  further,  That  of  the 
foregoing  $280,000,000,  the  Secretary  may  use  up  to  .67  per  centum  for  technical 
assistance,  to  be  provided  directly  or  indirectly  by  grants,  contracts  or  cooperative 
agreements,  including  training  and  cost  of  necessary  travel  for  participants  in  such 
training,  by  or  to  officials  and  employees  of  the  Department  and  of  public  housing 
agencies  and  to  residents:  Provided  further.  That  any  replacement  housing  provided 
with  assistance  under  this  head  shall  be  subject  to  section  18(f)  of  the  United  States 
Housing  Act  of  1937,  as  amended  by  section  201(b)(2)  of  this  Act. 

FLEXIBLE  SUBSIDY  FUND 

(INCLUDING  TRANSFER  OF  FUNDS) 

From  the  fund  established  by  section  236(g)  of  the  National  Housing  Act,  as 
amended,  all  uncommitted  balances  of  excess  rental  charges  as  of  September  30, 
1995,  and  any  collections  during  fiscal  year  1996  shall  be  transferred,  as  authorized 
under  such  section,  to  the  fund  authorized  under  section  201(j)  of  the  Housing  and 
Community  Development  Amendments  of  1978,  as  amended. 

RENTAL  HOUSING  ASSISTANCE 
(RESCISSION) 

The  limitation  otherwise  applicable  to  the  maximum  pa3Tnents  that  may  be  re- 
quired in  any  fiscal  year  by  all  contracts  entered  into  under  section  236  of  the  Na- 
tional Housing  Act  (12  U.S.C.  1715z-l)  is  reduced  in  fiscal  year  1996  by  not  more 
than  $2,000,000  in  uncommitted  balances  of  authorizations  provided  for  this  pur- 
pose in  appropriations  Acts:  Provided,  That  up  to  $163,000,000  of  recaptured  section 
236  budget  authority  resulting  fi-om  the  prepayment  of  mortgages  subsidized  under 
section  236  of  the  National  Housing  Act  (12  U.S.C.  1715z-l)  shall  be  rescinded  in 
fiscal  year  1996. 

PAYMENTS  FOR  OPERATION  OF  LOW-INCOME  HOUSING  PROJECTS 

For  payments  to  pubUc  housing  agencies  and  Indian  housing  authorities  for  oper- 
ating subsidies  for  low-income  housing  projects  as  authorized  by  section  9  of  the 
United  States  Housing  Act  of  1937,  as  amended  (42  U.S.C.  1437g),  $2,800,000,000. 

DRUG  ELIMINATION  GRANTS  FOR  LOW-INCOME  HOUSING 

For  grants  to  public  and  Indian  housing  agencies  for  use  in  eliminating  crime  in 
public  housing  projects  authorized  by  42  U.S.C.  11901-11908,  for  grants  for  feder- 
ally assisted  low-income  housing  authorized  by  42  U.S.C.  11909,  and  for  drug  infor- 
mation clearinghouse  services  authorized  by  42  U.S.C.  11921-11925,  $290,000,000, 
to  remain  available  until  expended,  of  which  $10,000,000  shall  be  for  grants,  tech- 
nical assistance,  contracts  and  other  assistance  training,  program  assessment,  and 
execution  for  or  on  behalf  of  public  housing  agencies  and  resident  organizations  (in- 
cluding the  cost  of  necessary  travel  for  participants  in  such  training)  and  of  which 
$2,500,000  shall  be  used  in  connection  with  efforts  to  combat  violent  crime  in  public 
and  assisted  housing  under  the  Operation  Safe  Home  program  administered  by  the 
Inspector  General  of  the  Department  of  Housing  and  Urban  Development:  Provided, 
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That  the  term  "drug-related  crime",  as  defined  in  42  U.S.C.  11905(2),  shall  also  in- 
clude other  tjTJes  of  crime  as  determined  by  the  Secretary. 

HOME  INVESTMENT  PARTNERSHIPS  PROGRAM 

For  the  HOME  investment  partnerships  program,  as  authorized  under  title  II  of 
the  Cranston-Gonzalez  National  Affordable  Housing  Act  (Public  Law  101-625),  as 
amended,  $1,400,000,000,  to  remain  available  until  expended. 

INDIAN  HOUSING  LOAN  GUARANTEE  FUND  PROGRAM  ACCOUNT 

For  the  cost  of  guaranteed  loans,  $3,000,000,  as  authorized  by  section  184  of  the 
Housing  and  Community  Development  Act  of  1992  (106  Stat.  3739):  Provided,  That 
such  costs,  including  the  costs  of  modifying  such  loans,  shall  be  as  defined  in  section 
502  of  the  Congressional  Budget  Act  of  1974,  as  amended:  Provided  further.  That 
these  funds  are  available  to  subsidize  total  loan  principal,  any  part  of  which  is  to 
be  guaranteed,  not  to  exceed  $36,900,000. 

HOMELESS  ASSISTANCE 
HOMELESS  ASSISTANCE  GRANTS 

For  the  emergency  shelter  grants  program  (as  authorized  under  subtitle  B  of  title 
IV  of  the  Stewart  B.  McKinney  Homeless  Assistance  Act  (Public  Law  100-77),  as 
amended);  the  supportive  housing  program  (as  authorized  under  subtitle  C  of  title 
IV  of  such  Act);  the  section  8  moaerate  rehabilitation  single  room  occupancy  pro- 
gram (as  authorized  under  the  United  States  Housing  Act  of  1937,  as  amended)  to 
assist  homeless  individuals  pursuant  to  section  441  of  the  Stewart  B.  McKinney 
Homeless  Assistance  Act;  and  the  shelter  plus  care  program  (as  authorized  under 
subtitle  F  of  title  IV  of  such  Act),  $823,000,000,  to  remain  available  until  expended. 

COMMUNITY  PLANNING  AND  DEVELOPMENT 

COMMUNITY  DEVELOPMENT  GRANTS 

(INCLUDING  TRANSFER  OF  FUNDS) 

For  grants  to  States  and  units  of  general  local  government  and  for  related  ex- 
penses, not  otherwise  provided  for,  necessary  for  canying  out  a  community  develop- 
ment grants  program  as  authorized  by  title  I  of  the  Housing  and  Community  Devel- 
opment Act  of  1974,  as  amended  (42  U.S.C.  5301),  $4,600,000,000,  to  remain  avaU- 
able  until  September  30,  1998:  Provided,  That  $50,000,000  shall  be  available  for 

g-ants  to  Indian  tribes  pursuant  to  section  106(aXl)  of  the  Housing  and  Community 
evelopment  Act  of  1974,  as  amended  (42  U.S.C.  5301),  $2,000,000  shall  be  avail- 
able as  a  grant  to  the  Housing  Assistance  Council,  $1,000,000  shall  be  available  as 
a  grant  to  the  National  American  Indian  Housing  Council,  and  $27,000,000  shall 
be  available  for  "special  purpose  grants"  pursuant  to  section  107  of  such  Act:  Pro- 
vided further,  That  not  to  exceed  20  per  centum  of  any  grant  made  with  funds  ap- 
propriated herein  (other  than  a  grant  made  available  under  the  preceding  proviso 
to  tne  Housing  Assistance  CouncS  or  the  National  American  Indian  Housing  Coun- 
cil, or  a  grant  using  funds  under  section  107(bX3)  of  the  Housing  and  Community 
Development  Act  of  1974)  shall  be  expended  for  "Planning  and  Management  Devel- 
opment" and  "Administration"  as  defined  in  regulations  promulgated  by  the  Depart- 
ment of  Housing  and  Urban  Development:  Provided  further.  That  section  105(a)(25) 
of  such  Act,  as  added  bv  section  907(bX  1)  of  the  Cranston-Gonzalez  National  Afford- 
able Housing  Act,  shall  continue  to  be  effective  after  September  30,  1995,  notwith- 
standing section  907(b)(2)  of  such  Act:  Provided  further.  That  section  916  of  the 
Cranston-Gonzalez  National  Affordable  Housing  Act  shall  apply  with  respect  to  fis- 
cal year  1996,  notwithstanding  section  916(f)  of  that  Act. 

Of  the  amount  provided  under  this  heading,  the  Secretary  of  Housing  and  Uiban 
Development  may  use  up  to  $53,000,000  for  grants  to  public  housing  agencies  (in- 
cluding Indian  housing  authorities),  nonprofit  corporations,  and  other  appropriate 
entities  for  a  supportive  services  program  to  assist  residents  of  public  and  assisted 
housing,  former  residents  of  such  housing  receiving  tenant-based  assistance  under 
section  8  of  such  Act  (42  U.S.C.  1437f),  and  other  low-income  families  and  individ- 
uals to  become  self-sufficient:  Provided,  That  the  program  shall  provide  supportive 
services,  principally  for  the  benefit  of  public  housing  residents,  to  the  elderly  and 
the  disabled,  and  to  families  with  chilaren  where  the  head  of  the  household  would 
benefit  from  the  receipt  of  supportive  services  and  is  working,  seeking  work,  or  is 
preparing  for  work  by  participating  in  job  training  or  educational  programs:  Pro- 
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vided  further,  That  the  supportive  services  shall  include  congregate  services  for  the 
elderly  and  disabled,  service  coordinators,  and  coordinated  educational,  training, 
and  other  supportive  services,  including  academic  skills  training,  job  search  assist- 
ance, assistance  related  to  retaining  employment,  vocational  and  entrepreneurship 
development  and  support  programs,  transportation,  and  child  care:  Provided  further, 
That  the  Secretary  shall  require  applicants  to  demonstrate  firm  commitments  of 
funding  or  services  from  other  sources:  Provided  further.  That  the  Secretary  shall 
select  public  and  Indian  housing  agencies  to  receive  assistance  under  this  head  on 
a  competitive  basis,  taking  into  account  the  quality  of  the  proposed  program  (includ- 
ing any  innovative  approaches),  the  extent  of  the  proposed  coordination  of  support- 
ive services,  the  extent  of  commitments  of  funding  or  services  from  other  sources, 
the  extent  to  which  the  proposed  program  includes  reasonably  achievable,  quantifi- 
able goals  for  measuring  performance  under  the  program  over  a  three-year  period, 
the  extent  of  success  an  agency  has  had  in  carrying  out  other  comparable  initiatives, 
and  other  appropriate  criteria  established  by  the  Secretary. 

Of  the  amount  made  available  under  this  heading,  notwithstanding  any  other  pro- 
vision of  law,  $12,000,000  shall  be  available  for  contracts,  |frants,  and  other  assist- 
ance, other  than  loans,  not  otherwise  provided  for,  for  providing  counseling  and  ad- 
vice to  tenants  and  homeowners  both  current  and  prospective,  with  respect  to  prop- 
erty maintenance,  financial  management,  and  such  other  matters  as  may  be  appro- 
priate to  assist  them  in  improving  their  housing  conditions  and  meeting  the  respon- 
sibilities of  tenancy  or  homeownership,  including  provisions  for  training  and  for  sup- 
port of  voluntary  agencies  and  services  as  authorized  by  section  106  of  the  Housing 
and  Urban  Development  Act  of  1968,  as  amended,  notwithstanding  section  106(c)(9) 
and  section  106(dK13)  of  such  Act. 

Of  the  amount  made  available  under  this  heading,  notwithstanding  any  other  pro- 
vision of  law,  $15,000,000  shall  be  available  for  the  tenant  opportunity  program. 

Of  the  amount  made  available  under  this  heading,  notwithstanding  any  other  pro- 
vision of  law,  $20,000,000  shall  be  available  for  youthbuild  program  activities  au- 
thorized by  subtitle  D  of  title  IV  of  the  Cranston-Gonzalez  National  Affordable 
Housing  Act,  as  amended,  and  such  activities  shall  be  an  eligible  activity  with  re- 
spect to  any  funds  made  available  under  this  heading. 

For  the  cost  of  guaranteed  loans,  $31,750,000,  as  authorized  by  section  108  of  the 
Housing  and  Community  Development  Act  of  1974:  Provided,  That  such  costs,  in- 
cluding the  cost  of  modifying  such  loans,  shall  be  as  defined  in  section  502  of  the 
Congressional  Budget  Act  of  1974,  as  amended:  Provided  further.  That  these  funds 
are  available  to  subsidize  total  loan  principal,  any  part  of  which  is  to  be  guaranteed, 
not  to  exceed  $1,500,000,000:  Provided  further,  That  the  Secretary  of  Housing  and 
Urban  Development  may  make  guarantees  not  to  exceed  the  immediately  foregoing 
amount  notwithstanding  the  aggregate  limitation  on  guarantees  set  forth  in  section 
108(k)  of  the  Housing  and  Community  Development  Act  of  1974.  In  addition,  for  ad- 
ministrative expenses  to  carry  out  the  guaranteed  loan  program,  $675,000  which 
shall  be  transferred  to  and  merged  with  the  appropriation  for  departmental  salaries 
and  expenses. 

The  amount  made  available  for  fiscal  year  1995  for  a  special  purpose  grant  for 
the  renovation  of  the  central  terminal  in  Buffalo,  New  York,  shall  be  made  available 
for  the  central  terminal  and  for  other  public  facilities  in  Buffalo,  New  York. 

Policy  Development  and  Research 

research  and  technology 

For  contracts,  grants,  and  necessary  expenses  of  programs  of  research  and  studies 
relating  to  housing  and  urban  problems,  not  otherwise  provided  for,  as  authorized 
by  title  V  of  the  Housing  and  Urban  Development  Act  of  1970,  as  amended  (12 
U.S.C.  1701Z-1  et  seq.),  including  carrying  out  the  functions  of  the  Secretary  under 
section  l(a)(l)(i)  of  Reorganization  Plan  No.  2  of  1968,  $34,000,000,  to  remain  avail- 
able until  September  30,  1997. 

Fair  Housing  and  Equal  Opportunity 

FAIR  housing  ACTIVITIES 

For  contracts,  grants,  and  other  assistance,  not  otherwise  provided  for,  as  author- 
ized by  title  VIII  of  the  Civil  Rights  Act  of  1968,  as  amended  by  the  Fair  Housing 
Amendments  Act  of  1988,  and  for  contracts  with  qualified  fair  housing  enforcement 
organizations,  as  authorized  by  section  561  of  the  Housing  and  Community  Develop- 
ment Act  of  1987,  as  amended  by  the  Housing  and  Community  Development  Act  of 
1992,  $30,000,000,  to  remain  available  until  September  30,  1997. 
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Management  and  Administration 

salaries  and  expenses 

(including  transfers  of  funds) 

For  necessary  administrative  and  nonadministrative  expenses  of  the  Department 
of  Housing  and  Urban  Development,  not  otherwise  provided  for,  including  not  to  ex- 
ceed $7,000  for  ofBcial  reception  and  representation  expenses,  $962,558,000,  of 
which  $532,782,000  shall  be  provided  from  the  various  funds  of  the  Federal  Housing 
Administration,  and  $9,101,000  shall  be  provided  from  funds  of  the  Government  Na- 
tional Mortgage  Association,  and  $675,000  shall  be  provided  from  the  Community 
Development  Grants  Program  account. 

OFFICE  OF  INSPECTOR  GENERAL 

(INCLUDING  TRANSFER  OF  FUNDS) 

For  necessary  expenses  of  the  Office  of  Inspector  General  in  canying  out  the  pro- 
visions of  the  Inspector  General  Act  of  1978,  as  amended,  $47,850,000,  of  which 
$11,283,000  shall  be  transferred  from  the  various  funds  of  the  Federal  Housing  Ad- 
ministration. 

OFFICE  OF  Federal  Housing  Enterprise  Oversight 

SALARIES  AND  EXPENSES 

(INCLUDING  TRANSFER  OF  FUNDS) 

For  carrying  out  the  Federal  Housing  Enterprise  Financial  Safety  and  Soundness 
Act  of  1992,  $14,895,000,  to  remain  available  until  expended,  from  the  Federal 
Housing  Enterprise  Oversight  Fund:  Provided,  That  such  amounts  shall  be  collected 
by  the  Director  as  authorized  by  section  1316  (a)  and  (b)  of  such  Act,  and  deposited 
in  the  Fund  under  section  131600  of  such  Act. 

Federal  Housing  Administration 

FHA — mutual  mortgage  INSURANCE  PROGRAM  ACCOUNT 
(INCLUDING  TRANSFERS  OF  FUNDS) 

During  fiscal  year  1996,  commitments  to  ^arantee  loans  to  carry  out  the  pur- 
poses of  section  203(b)  of  the  National  Housing  Act,  as  amended,  shall  not  exceed 
a  loan  principal  of  $110,000,000,000:  Provided,  That  during  fiscal  year  1996,  the 
Secretary  shall  sell  assigned  mortgage  notes  having  an  unpaid  principal  balance  of 
up  to  $4,000,000,000,  which  notes  were  originally  insured  under  section  203(b)  of 
the  National  Housing  Act:  Provided  further.  That  the  Secretary  may  use  any  nega- 
tive subsidy  amounts  from  the  sale  of  such  assigned  mortgage  notes  during  fiscal 
year  1996  for  the  disposition  of  properties  or  notes  under  this  heading. 

During  fiscal  year  1996,  obligations  to  make  direct  loans  to  carry  out  the  purposes 
of  section  204(g)  of  the  National  Housing  Act,  as  amended,  shall  not  exceed 
$200,000,000:  Provided,  That  the  foregoing  amount  shall  be  for  loans  to  nonprofit 
and  governmental  entities  in  connection  with  sales  of  single  family  real  properties 
owned  by  the  Secretary  and  formerly  insured  under  section  203  of  such  Act. 

For  administrative  expenses  necessary  to  carry  out  the  guaranteed  and  direct  loan 
program,  $341,595,000,  to  be  derived  fix)m  the  FHA-mutual  mortgage  insurance 
guaranteed  loans  receipt  account,  of  which  not  to  exceed  $334,483,000  shall  be 
transferred  to  the  appropriation  for  departmental  salaries  and  expenses;  and  of 
which  not  to  exceed  $7,112,000  shall  be  transferred  to  the  appropriation  for  the  Of- 
fice of  Inspector  General. 

FHA — general  and  SPECIAL  RISK  PROGRAM  ACCOUNT 
(INCLUDING  TRANSFERS  OF  FUNDS) 

For  the  cost  of  guaranteed  loans,  as  authorized  by  sections  238  and  519  of  the 
National  Housing  Act  (12  U.S.C.  1715z-3  and  1735c),  including  the  cost  of  modify- 
ing such  loans,  $85,000,000,  to  remain  available  until  expended:  Provided,  That 
such  costs  shall  be  as  defined  in  section  502  of  the  Congressional  Budget  Act  of 
1974,  as  amended:  Provided  further.  That  these  fiinds  are  available  to  subsidize 
total  loan  principal  any  part  of  which  is  to  be  guaranteed  of  not  to  exceed 
$17,400,000,000:  Provided  fuHher,  That  during  fiscal  year  1996,  the  Secretary  shall 
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sell  assigned  notes  having  an  unpaid  principal  balance  of  up  to  $4,000,000,000, 
which  notes  were  originally  obligations  of  the  funds  established  under  sections  238 
and  519  of  the  National  Housing  Act:  Provided  further,  That  the  Secretary  may  use 
any  negative  subsidy  amounts  from  the  sale  of  such  assigned  mortgage  notes  during 
fiscal  year  1996,  in  addition  to  amounts  otherwise  provided,  for  the  disposition  of 
properties  or  notes  under  this  heading  (including  the  credit  subsidy  for  the  guaran- 
tee of  loans  or  the  reduction  of  positive  credit  subsidy  amounts  that  would  otherwise 
be  required  for  the  sale  of  such  properties  or  notes),  and  for  any  other  purpose 
under  this  heading:  Provided  further,  That  any  emiounts  made  available  in  any  prior 
appropriation  Act  for  the  cost  (as  such  term  is  defined  in  section  502  of  the  Congres- 
sional Budget  Act  of  1974)  of  guaranteed  loans  that  are  obligations  of  the  funds  es- 
tablished under  section  238  or  519  of  the  National  Housing  Act  that  have  not  been 
obligated  or  that  are  deobligated  shall  be  available  to  the  Secretary  of  Housing  and 
Urban  Development  in  connection  with  the  making  of  such  guarantees  and  shall  re- 
main available  until  expended,  notwithstanding  the  expiration  of  any  period  of 
availabilitv  otherwise  applicable  to  such  amounts. 

Gross  obligations  for  tne  principal  amount  of  direct  loans,  as  authorized  by  sec- 
tions 204(g),  207(1),  238(a),  and  519(a)  of  the  National  Housing  Act,  shall  not  exceed 
$120,000,000;  of  which  not  to  exceed  $100,000,000  shall  be  for  bridge  financing  in 
connection  with  the  sale  of  multifamily  real  properties  owned  by  the  Secretary  and 
formerly  insured  under  such  Act;  and  of  which  not  to  exceed  $20,000,000  shall  be 
for  loans  to  nonprofit  and  governmental  entities  in  connection  with  the  sale  of  sin- 
gle-family real  properties  owned  by  the  Secretary  and  formerly  insured  under  such 
Act. 

In  addition,  for  administrative  expenses  necessary  to  carry  out  the  guaranteed 
and  direct  loan  programs,  $202,470,000,  of  which  $198,299,000  shall  be  transferred 
to  the  appropriation  for  departmental  salaries  and  expenses;  and  of  which 
$4,171,000  shall  be  transferrea  to  tiie  appropriation  for  the  OfBce  of  Inspector  Gen- 
eral. 

Government  National  Mortgage  Association 

guarantees  of  mortgage-backed  securities  loan  guarantee  program  account 

(includes  transfer  of  funds) 

During  fiscal  year  1996,  new  commitments  to  issue  guarantees  to  carry  out  the 
purposes  of  section  306  of  the  National  Housing  Act,  as  amended  (12  U.S.C. 
1721(g)),  shall  not  exceed  $110,000,000,000. 

For  administrative  expenses  necessary  to  carry  out  the  guaranteed  mortgage- 
backed  securities  program,  $9,101,000,  to  be  derived  from  the  GNMA — guarantees 
of  mortgage-backed  securities  guaranteed  loan  receipt  account,  of  which  not  to  ex- 
ceed $9,101,000  shall  be  transferred  to  the  appropriation  for  departmental  salaries 
and  expenses. 

ADMINISTRATIVE  PROVISIONS 

(INCLUDING  TRANSFER  OF  FUNDS) 

EXTEND  ADMINISTRATIVE  PROVISIONS  FROM  THE  RESCISSION  ACT 

Sec.  201.  (a)  Public  and  Indian  Housing  Modernization. — 

(1)  Expansion  of  use  of  modernization  funding. — Subsection  14(q)  of  the 
United  States  Housing  Act  of  1937  is  amended  to  read  as  follows: 

"(q)(l)  In  adc^tion  to  the  purposes  enumerated  in  subsections  (a)  and  (b),  a  public 
housing  agency  may  use  modernization  assistance  provided  under  section  14,  and 
development  assistance  provided  under  section  5(a)  that  was  not  allocated,  as  deter- 
mined by  the  Secretary,  for  priority  replacement  housing,  for  any  eligible  activity 
authorized  by  this  section,  by  section  5,  or  by  applicable  Appropriations  Acts  for  a 
public  housing  agency,  including  the  demolition,  rehabilitation,  revitalization,  and 
replacement  of  existing  units  and  projects  and,  for  up  to  10  percent  of  its  allocation 
of  such  funds  in  any  fiscal  year,  for  any  operating  subsidy  purpose  authorized  in 
section  9.  Except  for  assistance  used  for  operating  subsidy  purposes  under  the  pre- 
ceding sentence,  assistance  provided  to  a  public  housing  agency  under  this  section 
shall  principally  be  used  for  the  physical  improvement  or  replacement  of  public 
housing  and  for  associated  management  improvements,  except  as  otherwise  ap- 
proved by  the  Secretary.  Public  housing  units  assisted  under  this  paragraph  shall 
De  eUgibfe  for  operating  subsidies,  unless  the  Secretary  determines  that  such  units 
or  projects  have  not  received  sufficient  assistance  under  this  Act  or  do  not  meet 
other  requirements  of  this  Act. 
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"(2)  A  public  housing  agency  may  provide  assistance  to  developments  that  include 
units  for  other  than  very  low-income  families  ('mixed  income  developments'),  in  the 
form  of  a  grant,  loan,  operating  assistance,  or  other  form  of  investment  which  may 
be  made  to — 

"(A)  a  partnership,  a  limited  liability  company,  or  other  legal  entity  in 
which  the  public  housing  agency  or  its  afSliate  is  a  general  partner,  managing 
member,  or  otherwise  participates  in  the  activities  of  such  entity;  or 

"(B)  any  entity  which  grants  to  the  public  housing  agency  the  option  to  pur- 
chase the  development  within  20  years  after  initial  occupancy  in  accordance 
with  section  42(i)(7)  of  the  Internal  Revenue  Code  of  1986,  as  amended.  Units 
shall  be  made  available  in  such  developments  for  periods  of  not  less  than  20 
years,  by  master  contract  or  by  individual  lease,  for  occupancy  by  low-income 
families  referred  from  time  to  time  by  the  public  housing  agency.  The  number 
of  such  units  shall  be: 

"(i)  in  the  same  proportion  to  the  total  number  of  units  in  such  develop- 
ment that  the  total  financial  commitment  provided  by  the  public  housing 
agency  be£U"S  to  the  value  of  the  total  financial  commitment  in  the  develop- 
ment, or 

"(ii)  not  be  less  than  the  number  of  units  that  could  have  been  devel- 
oped under  the  conventional  public  housing  program  with  the  assistance  in- 
volved, or 

"(iii)  as  may  otherwise  be  approved  by  the  Secretary. 
"(3)  A  mixed  income  development  may  elect  to  have  all  units  subject  only  to  the 
applicable  local  real  estate  taxes,  notwithstanding  that  the  low-income  units  as- 
sisted by  public  housing  funds  would  otherwise  be  subject  to  section  6(d)  of  the 
Housing  Act  of  1937. 

"(4)  If  an  entity  that  owns  or  operates  a  mixed-income  project  under  this  sub- 
section enters  into  a  contract  with  a  public  housing  agency,  the  terms  of  which  obli- 
gate the  entity  to  operate  and  maintain  a  specified  number  of  units  in  the  project 
as  public  housing  units  in  accordance  with  the  requirements  of  this  Act  for  the  pe- 
riod required  by  law,  such  contractual  terms  may  provide  that,  if,  as  a  result  of  a 
reduction  in  appropriations  under  section  9,  or  any  other  change  in  applicable  law, 
the  public  housing  agency  is  unable  to  fiilfill  its  contractual  obligations  with  respect 
to  those  public  housing  units,  that  entity  may  deviate,  under  procedures  and  re- 
quirements developed  through  regulations  by  the  Secretary,  from  otherwise  applica- 
ble restrictions  under  this  Act  regarding  rents,  income  eligibility,  and  other  areas 
of  public  housing  management  with  respect  to  a  portion  or  all  of  those  public  hous- 
ing units,  to  the  extent  necessary  to  preserve  the  viability  of  those  units  while  main- 
taining the  low-income  character  of  the  units,  to  the  maximum  extent  practicable.". 

(2)  Applicability. — Section  14(q)  of  the  United  States  Housing  Act  of  1937, 
as  amended  by  subsection  (a)  of  this  section,  shall  be  effective  only  with  respect 
to  assistance  provided  from  funds  made  available  for  fiscal  year  1996  or  any 
preceding  fiscal  year. 

(3)  Applicabiuty  to  IHAs. — In  accordance  with  section  201(b)(2)  of  the 
United  States  Housing  Act  of  1937,  the  amendment  made  by  this  subsection 
shall  apply  to  public  housing  developed  or  operated  pursuant  to  a  contract  be- 
tween the  Secretary  of  Housing  and  Urban  Development  and  an  Indian  housing 
authority. 

(b)  One-for-One  Replacement  of  Public  and  Indian  Housing.— 

(1)  Extended  authority. — Section  1002(d)  of  Public  Law  104-19  is  amend- 
ed to  read  as  follows: 

"(d)  Subsections  (a),  (b),  and  (c)  shall  be  effective  for  applications  for  the  demoli- 
tion, disposition,  or  conversion  to  homeownership  of  public  housing  approved  by  the 
Secretary,  and  other  consoUdation  and  relocation  activities  of  public  housing  agen- 
cies undertaken,  on,  before,  or  after  September  30,  1995  and  before  September  30, 
1996.". 

(2)  Section  18(f)  of  the  United  States  Housing  Act  of  1937  is  amended  by 
adding  at  the  end  the  following  new  sentence:  "No  one  may  rely  on  the  preced- 
ing sentence  as  the  basis  for  reconsidering  a  final  order  of  a  court  issued,  or 
a  settlement  approved  by,  a  court.". 

(3)  Applicability. — In  accordance  with  section  201(b)(2)  of  the  United 
States  Housing  Act  of  1937,  the  amendments  made  by  this  subsection  and  by 
sections  1002  (a),  (b),  and  (c)  of  Public  Law  104-19  shall  apply  to  public  housing 
developed  or  operated  pursuant  to  a  contract  between  the  Secretary  of  Housing 
and  Urban  Development  and  an  Indian  housing  authority. 


22 

PUBLIC  AND  ASSISTED  HOUSING  RENTS,  INCOME  ADJUSTMENTS,  AND  PREFERENCES 

Sec.  202.  (a)  Minimum  Rents. — Notwithstanding  sections  3(a)  and  8(o)(2)  of  the 
United  States  Housing  Act  of  1937,  as  amended,  effective  for  fiscal  year  1996  and 
no  later  than  October  30,  1995— 

(1)  public  housing  agencies  shall  require  each  family  who  is  assisted  under 
the  certificate  or  moderate  rehabilitation  program  under  section  8  of  such  Act 
to  pay  a  minimum  monthly  rent  of  not  less  than  $25,  and  may  require  a  mini- 
mum monthly  rent  of  up  to  $50; 

(2)  public  housing  agencies  shall  reduce  the  monthly  assistance  payment  on 
behalf  of  each  family  who  is  assisted  under  the  voucher  program  under  section 
8  of  such  Act  so  that  the  family  pays  a  minimum  monthly  rent  of  not  less  than 
$25,  and  may  require  a  minimum  monthly  rent  of  up  to  $50; 

(3)  with  respect  to  housing  assisted  under  other  programs  for  rental  assist- 
ance under  section  8  of  such  Act,  the  Secretary  shall  require  each  family  who 
is  assisted  under  such  program  to  pay  a  minimum  monthly  rent  of  not  less  than 
$25  for  the  unit,  and  may  require  a  minimum  monthly  rent  of  up  to  $50;  and 

(4)  public  housing  agencies  shall  require  each  family  who  is  assisted  under 
the  public  housing  program  (including  public  housing  for  Indian  families)  of 
such  Act  to  pay  a  minimum  monthly  rent  of  not  less  than  $25,  and  may  require 
a  minimum  monthly  rent  of  up  to  $50. 

(b)  Establishment  of  Ceiling  Rents. — 

(1)  Section  3(a)(2)  of  the  United  States  Housing  Act  of  1937  is  amended  to 
read  as  follows: 

"(2)  Notwithstanding  paragraph  (1),  a  public  housing  agency  may — 

"(A)  adopt  ceiling  rents  that  reflect  the  reasonable  market  value  of  the 

housing,  but  that  are  not  less  than  the  monthly  costs — 
"(i)  to  operate  the  housing  of  the  agency;  and 

"(ii)  to  make  a  deposit  to  a  replacement  reserve  (in  the  sole  discre- 
tion of  the  public  housing  agency);  and 
"(B)  allow  families  to  pay  ceiling  rents  referred  to  in  subparagraph  (A), 

unless,  with  respect  to  any  family,  the  ceiling  rent  established  under  this 

paragraph  would  exceed  the  amount  payable  as  rent  by  that  family  under 

paragraph  (1).". 

(2)  Regulations.— 

(A)  In  general. — The  Secretary  shall,  by  regulation,  after  notice  and 
an  opportunity  for  public  comment,  establish  such  requirements  as  may  be 
necessary  to  carry  out  section  3(a)(2)(A)  of  the  United  States  Housing  Act 
of  1937,  as  amended  by  paragraph  (1). 

(B)  Transition  rule. — Prior  to  the  issuance  of  final  regulations  under 
paragraph  (1),  a  public  housing  agency  may  implement  ceiling  rents,  which 
shall  be  not  less  than  the  monthly  costs  to  operate  the  housing  of  the  agen- 
cy and — 

(i)  determined  in  accordance  with  section  3(a)(2)(A)  of  the  United 
States  Housing  Act  of  1937,  as  that  section  existed  on  the  day  before 
enactment  of  this  Act; 

(ii)  e^ual  to  the  95th  percentile  of  the  rent  paid  for  a  unit  of  com- 
parable size  by  tenants  in  the  same  public  housing  project  or  a  group 
of  comparable  projects  totaling  50  units  or  more;  or 

(iii)  equal  to  the  fair  market  rent  for  the  area  in  which  the  unit 
is  located. 

(c)  Definition  of  Adjusted  Income.— Section  3(b)(5)  of  the  United  States  Hous- 
ing Act  of  1937  is  amended — 

(1)  at  the  end  of  subparagraph  (F),  by  striking  "and"; 

(2)  at  the  end  of  subparagraph  (G),  by  striking  the  period  and  inserting  "; 
and";  and 

(3)  by  inserting  after  subparagraph  (G)  the  following: 

"(H)  for  public  housing,  any  other  adjustments  to  earned  income  estab- 
lished by  the  public  housing  agency.  If  a  pubUc  housing  agency  adopts  other 
adjustments  to  income  pursuant  to  subparagraph  (H),  the  Secretary  shall 
not  take  into  account  any  reduction  of  or  increase  in  the  public  housing 
agency's  per  unit  dwelUng  rental  income  resulting  from  those  adjustments 
when  calculating  the  contributions  under  section  9  for  the  public  housing 
agency  for  the  operation  of  the  public  housing.". 

(d)  Repeal  of  Federal  Preferences. — 

(1)  PuBUC  housing. — Section  6(cX4)(A)  of  the  United  States  Housing  Act 
of  1937  (42  U.S.C.  1437d(c)(4)(A))  is  amended  to  read  as  foUows: 
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"(A)  the  establishment,  after  public  notice  and  an  opportunity  for  public 
comment,  of  a  written  system  of  preferences  for  admission  to  public  hous- 
ing, if  any,  that  is  not  inconsistent  with  the  comprehensive  housing  afford- 
ability  strategy  under  title  I  of  the  Cranston-Gonzalez  National  Affordable 
Housing  Act;". 

(2)  Section  a  existing  and  moderate  rehabilitation.— Section  8(d)(1)(A) 
of  the  United  States  Housing  Act  of  1937  (42  U.S.C.  1437fi:d)(l)(A))  is  amended 
to  read  as  follows: 

"(A)  the  selection  of  tenants  shall  be  the  function  of  the  owner,  subject 
to  the  provisions  of  the  annual  contributions  contract  between  the  Secretary 
and  the  agency,  except  that  for  the  certificate  and  moderate  rehabilitation 
programs  only,  for  the  purpose  of  selecting  families  to  be  assisted,  the  pub- 
lic housing  agency  may  establish,  after  public  notice  and  an  opportunity  for 
public  comment,  a  written  system  of  preferences  for  selection  that  is  not  in- 
consistent with  the  comprehensive  housing  affordability  strategy  under  title 
I  of  the  Cranston-Gonzalez  National  Affordable  Housing  Act;". 

(3)  Section  s  voucher  program. — Section  8(o)(3)(B)  of  the  United  States 
Housing  Act  of  1937  (42  U.S.C.  1437f(o)(3)(B))  is  amended  to  read  as  follows: 

"(B)  For  the  purpose  of  selecting  families  to  be  assisted  under  this  sub- 
section, the  public  housing  agency  may  establish,  after  public  notice  and  an 
opportunity  for  public  comment,  a  written  system  of  preferences  for  selec- 
tion that  is  not  inconsistent  with  the  comprehensive  housing  affordability 
strategy  under  title  I  of  the  Cranston-Gonzalez  National  Affordable  Hous- 
ing Act.". 

(4)  Section  s  new  construction  and  substantial  rehabilitation. — 

(A)  Repeal. — Section  545(c)  of  the  Cranston-Gonzalez  National  Afford- 
able Housing  Act  (42  U.S.C.  1437f  note)  is  amended  to  read  as  follows: 

"(c)  [Reserved.]". 

(B)  Prohibition. — Notwithstanding  any  other  provision  of  law,  no  Fed- 
eral tenant  selection  preferences  under  the  United  States  Housing  Act  of 
1937  shall  apply  with  respect  to — 

(i)  housing  constructed  or  substantially  rehabilitated  pursuant  to 
assistance  provided  under  section  8(b)(2)  of  the  United  States  Housing 
Act  of  1937  (as  such  section  existed  on  the  day  before  October  1,  1983); 
or 

(ii)  projects  financed  under  section  202  of  the  Housing  Act  of  1959 
(as  such  section  existed  on  the  day  before  the  date  of  enactment  of  the 
Cranston-Gonzalez  National  Affordable  Housing  Act). 

(5)  Rent  supplements. — Section  lOl(k)  of  the  Housing  and  Urban  Develop- 
ment Act  of  1965  (12  U.S.C.  1701s(k))  is  amended  to  read  as  follows: 

"(k)  [Reserved.]". 

(6)  Conforming  amendments. — 

(A)  United  states  housing  act  of  1937. — ^The  United  States  Housing 
Act  of  1937  (42  U.S.C.  1437  et  seq.)  is  amended— 

(i)  in  section  6(0),  by  striking  "preference  rules  specified  in"  and  in- 
serting "written  system  of  preferences  for  selection  established  pursu- 
ant to*; 

(ii)  in  the  second  sentence  of  section  7(a)(2),  by  striking  "according 
to  the  preferences  for  occupancy  under"  and  inserting  "in  accordance 
with  the  written  system  of  preferences  for  selection  established  pursu- 
ant to"; 

(iii)  in  section  8(d)(2)(A),  by  striking  the  last  sentence; 

(iv)  in  section  8(dX2)(H),  by  striking  "Notwithstanding  subsection 
(d)(l)(A)(i),  an"  and  inserting  "Ari"; 

(v)  in  section  16(c),  in  iJae  second  sentence,  by  striking  "the  system 
of  preferences  established  by  the  agency  pursuant  to  section 
6(c)(4)(A)(u)"  and  inserting  "the  written  system  of  preferences  for  selec- 
tion established  by  the  pubUc  housing  agency  pursuant  to  section 
6(c)(4)(A)";  and 

(vi)  in  section  24(e) — 

(I)  by  striking  "(e)  Exceptions"  and  all  that  follows  through 
"The  Secretary  may"  and  inserting  the  following: 

"(e)  Exception  to  General  Program  Requirements. — The  Secretary  may";  and 

(II)  by  striking  paragraph  (2). 

(B)  Cranston-Gonzalez  national  affordable  housing  act. — Section 
522(f)(6)(B)  of  the  Cranston-Gonzalez  National  Affordable  Housing  Act  (42 
U.S.C.  12704  et  seq.)  is  amended  by  striking  "any  preferences  for  such  as- 
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sistance  under  section  8(d)(l)(A)(i)"  and  inserting  "the  written  system  of 
preferences  for  selection  established  pursuant  to  section  8(d)(1)(A)". 

(C)  Housing  and  community  development  act  of  1992.— Section  655 
of  the  Housing  and  Community  Development  Act  of  1992  (42  U.S.C.  13615) 
is  amended  by  striking  "the  preferences"  and  all  that  follows  up  to  the  pe- 
riod at  the  end  and  inserting  "any  preferences". 

(D)  References  in  other  law. — ^Any  reference  in  any  Federal  law 
other  than  any  provision  of  any  law  amended  by  paragraphs  (1)  through  (5) 
of  this  subsection  to  the  preferences  for  assistance  under  section 
6(c)(4)(A)(i),  8(d)(l)(A)(i),  or  8(o)(3)(B)  of  the  United  States  Housing  Act  of 
1937  (as  such  sections  existed  on  the  day  before  the  date  of  enactment  of 
this  Act)  shall  be  considered  to  refer  to  the  written  system  of  preferences 
for  selection  established  pursuant  to  section  6(c)(4)(A),  8(a)(1)(A),  or 
8(o)(3)(B),  respectively,  of  the  United  States  Housing  Act  of  1937,  as  amend- 
ed by  this  section. 

(e)  Applicability. — In  accordance  with  section  201(b)(2)  of  the  United  States 
Housing  Act  of  1937,  the  amendments  made  by  subsections  (a),  (b),  (c),  (d),  and  (f) 
of  this  section  shall  also  apply  to  pubUc  housing  developed  or  operated  pursuant  to 
a  contract  between  the  Secretary  of  Housing  and  Urban  Development  and  an  Indian 
housing  authority. 

(f)  This  section  shall  be  effective  upon  the  enactment  of  this  Act  and  only  for  fiscal 
year  1996. 

conversion  of  certain  PUBUC  HOUSING  TO  VOUCHERS 

Sec.  203.  (a)  Identification  of  Units. — Each  public  housing  agency  shall  iden- 
tify any  public  housing  developments — 

(1)  that  are  on  the  same  or  contiguous  sites;. 

(2)  that  total  more  than — 

(A)  300  dwelling  units;  or 

(B)  in  the  case  of  high-rise  family  buildings  or  substantially  vacant 
buildings;  300  dwelling  units; 

(3)  that  have  a  vacancy  rate  of  at  least  10  percent  for  dwelling  units  not 
in  funded,  on  schedule  modernization  programs; 

(4)  identified  as  distressed  housing  that  the  public  housing  agency  cannot 
assure  the  long-term  viability  as  public  housing  through  reasonable  revitaliza- 
tion,  density  reduction,  or  achievement  of  a  broader  range  of  household  income; 
and 

(5)  for  which  the  estimated  cost  of  continued  operation  and  modernization 
of  the  developments  as  public  housing  exceeds  the  cost  of  providing  tenant- 
based  assistance  under  section  8  of  the  United  States  Housing  Act  of  1937  for 
all  families  in  occupancy,  based  on  appropriate  indicators  of  cost  (such  as  the 
percentage  of  total  development  cost  required  for  modernization). 

(b)  Implementation  and  Enforcement.— 

(1)  Standards  for  implementation. — The  Secretary  shall  estabUsh  stand- 
ards to  permit  implementation  of  this  section  in  fiscal  year  1996. 

(2)  Consultation. — Each  public  housing  agency  shall  consult  with  the  ap- 
plicable public  housing  tenants  and  the  unit  of  general  local  government  in 
identifying  any  public  housing  developments  under  subsection  (a). 

(3)  Failure  of  phas  to  comply  with  subsection  (a). — ^Where  the  Sec- 
retary determines  that — 

(A)  a  public  housing  agency  has  failed  under  subsection  (a)  to  identify 
public  housing  developments  for  removal  from  the  inventory  of  the  agency 
in  a  timely  manner; 

(B)  a  public  housing  agency  has  failed  to  identify  one  or  more  public 
housing  developments  which  the  Secretary  determines  should  have  been 
identified  under  subsection  (a);  or 

(C)  one  or  more  of  the  developments  identified  by  the  public  housing 
agency  pursuant  to  subsection  (a)  should  not,  in  the  determination  of  the 
Secretary,  have  been  identified  under  that  subsection; 

the  Secretary  may  designate  the  developments  to  be  removed  from  the  inven- 
tory of  the  public  housing  agency  pursuant  to  this  section. 

(c)  Removal  of  Units  From  the  Inventories  of  Public  Housing  Agencies. — 

(1)  Each  public  housing  agency  shall  develop  and  carry  out  a  plan  in  con- 
junction with  the  Secretary  for  the  removal  of  public  housing  units  identified 
under  subsection  (a)  or  subsection  (bX3),  over  a  period  of  up  to  five  years,  from 
the  inventory  of  the  public  housing  agency  and  the  annual  contributions  con- 
tract. The  plan  shall  be  approved  by  the  relevant  local  official  as  not  inconsist- 
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ent  with  the  Comprehensive  Housing  Affordability  Strategy  under  title  I  of  the 
Housing  and  Community  Development  Act  of  1992,  including  a  description  of 
any  disposition  and  demolition  plan  for  the  public  housing  units. 

(2)  The  Secretary  may  extend  the  deadline  in  paragraph  (1)  for  up  to  an 
additional  five  years  where  the  Secretary  makes  a  determination  that  the  dead- 
line is  impracticable. 

(3)  The  Secretary  shall  take  appropriate  actions  to  ensure  removal  of  devel- 
opments identified  under  subsection  (a)  or  subsection  (b)(3)  from  the  inventory 
of  a  public  housing  agency,  if  the  public  housing  agency  fails  to  adequately  de- 
velop a  plan  under  paragraph  (1),  or  fails  to  adequately  implement  such  plan 
in  accordance  with  the  terms  of  the  plan. 

(4)  To  the  extent  approved  in  appropriations  Acts,  the  Secretary  may  estab- 
lish requirements  and  provide  funding  under  the  Urban  Revitalization  Dem- 
onstration program  for  demolition  and  disposition  of  public  housing  under  this 
section. 

(5)  Notwithstanding  any  other  provision  of  law,  if  a  development  is  removed 
from  the  inventory  of  a  public  housing  agency  and  the  annual  contributions  con- 
tract pursuant  to  paragraph  (1),  the  Secretary  may  authorize  or  direct  the 
transfer  of— 

(A)  in  the  case  of  an  agency  receiving  assistance  under  the  comprehen- 
sive improvement  assistance  program,  any  amounts  obligated  by  the  Sec- 
retary for  the  modernization  of  such  development  pursuant  to  section  14  of 
the  United  States  Housing  Act  of  1937; 

(B)  in  the  case  of  an  agency  receiving  public  and  Indian  housing  mod- 
ernization assistance  by  formula  pursuant  to  section  14  of  the  United 
States  Housing  Act  of  1937,  any  amounts  provided  to  the  agency  which  are 
attributable  pursuant  to  the  formula  for  allocating  such  assistance  to  the 
development  removed  fi^m  the  inventory  of  that  agency;  and 

(C)  in  the  case  of  an  agency  receiving  assistance  for  the  major  recon- 
struction of  obsolete  projects,  any  amounts  obligated  by  the  Secretary  for 
the  major  reconstruction  of  the  development  pursuant  to  section  5  of  such 
Act, 

to  the  tenant-based  assistance  program  or  appropriate  site  revitalization  of  such 
agency. 

(6)  Cessation  of  unnecessary  spending. — Notwithstanding  any  other  pro- 
vision of  law,  if,  in  the  determination  of  the  Secretary,  a  development  meets  or 
is  likely  to  meet  the  criteria  set  forth  in  subsection  (a),  the  Secretary  may  direct 
the  public  housing  agency  to  cease  additional  spending  in  connection  with  the 
development,  except  to  the  extent  that  additional  spending  is  necessary  to  en- 
sure decent,  safe,  and  sanitary  housii^  until  the  Secretary  determines  or  ap- 
proves an  appropriate  course  of  action  with  respect  to  such  development  under 
this  section. 

(d)  Conversion  to  Tenant-Based  Assistance. — 

(1)  The  Secretary  shall  make  authority  available  to  a  public  housing  agency 
to  provide  tenant-based  assistance  pursuant  to  section  8  to  families  residing  in 
any  development  that  is  removed  fix>m  the  inventory  of  the  public  housing  agen- 
cy and  the  annual  contributions  contract  pursuant  to  subsection  (b). 

(2)  Each  conversion  plan  under  subsection  (c)  shall — 

(A)  require  the  agency  to  notify  families  residing  in  the  development, 
consistent  with  any  guideUnes  issued  by  the  Secretary  governing  such  noti- 
fications, that  the  development  shall  be  removed  from  the  inventory  of  the 
public  housing  agency  and  the  families  shall  receive  tenant-based  or 
project-based  assistance,  and  to  provide  any  necessary  counseling  for  fami- 
lies; and 

(B)  ensure  that  all  tenants  affected  by  a  determination  under  this  sec- 
tion that  a  development  shall  be  removed  fi-om  the  inventory  of  a  public 
housing  agency  shall  be  offered  tenant-based  or  project-based  assistance 
and  shall  be  relocated,  as  necessary,  to  other  decent,  safe,  sanitary,  and  af- 
fordable housing  which  is,  to  the  maximum  extent  practicable,  housing  of 
their  choice. 

(e)  In  General. — 

(1)  The  Secretary  may  require  a  public  housing  agency  to  provide  such  in- 
formation as  the  Secretary  considers  necessary  for  the  administration  of  this 
section. 

(2)  As  used  in  this  section,  the  term  "development"  shall  refer  to  a  project 
or  projects,  or  to  portions  of  a  project  or  projects,  as  appropriate. 
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(3)  Section  18  of  the  United  States  Housing  Act  of  1937  shall  not  apply  to 
the  demolition  of  developments  removed  from  the  inventory  of  Uie  public  nous- 
ing  agency  under  this  section. 

STREAMLINING  SECTION  8  TENANT-BASED  ASSISTANCE 

Sec.  204.  (a)  "Take-One,  Take-All".— Section  8(t)  of  the  United  States  Housing 
Act  of  1937  is  hereby  repealed. 

(b)  Exemption  From  Notice  Requirements  for  the  Certificate  and  Voucher 
Programs. — Section  8(c)  of  such  Act  is  amended — 

(1)  in  paragraph  (8),  by  inserting  after  "section"  the  following:  "(other  than 
a  contract  for  assistance  under  the  certificate  or  voucher  program) ';  and 

(2)  in  the  first  sentence  of  paragraph  (9),  by  striking  "(but  not  less  than  90 
days  in  the  case  of  housing  certificates  or  vouchers  under  subsection  (b)  or  (o))" 
and  inserting  ",  other  than  a  contract  under  the  certificate  or  voucher  program". 

(c)  Endless  Lease.— Section  8(d)(1)(B)  of  such  Act  is  amended— 

(1)  in  clause  (ii),  by  inserting  "during  the  term  of  the  lease,"  after  "(ii)";  and 

(2)  in  clause  (iii),  by  striking  "provide  that"  and  inserting  "during  the  term 
of  the  lease,". 

(d)  Applicability. — ^The  provisions  of  this  section  shall  be  effective  for  fiscal  year 
1996  only. 

section  8  FAIR  MARKET  RENTALS,  ADMINISTRATIVE  FEES',  AND  DELAY  IN  REISSUANCE 

Sec.  205.  (a)  Fair  Market  Rentals. — The  Secretary  shall  establish  fair  market 
rentals  for  purposes  of  section  8(c)(1)  of  the  United  States  Housing  Act  of  1937,  as 
amended,  tnat  shall  be  effective  for  fiscal  year  1996  and  shall  be  based  on  the  40th 
percentile  rent  of  rental  distributions  of  standard  quality  rental  housing  units.  In 
establishing  such  fair  market  rentals,  the  Secretary  shall  consider  only  the  rents  for 
dwelling  units  occupied  by  recent  movers  and  may  not  consider  the  rents  for  public 
housing  dwelling  units  or  newly  constructed  rental  dwelling  units. 

(b)  ADMINISTRATIVE  FEES. — Notwithstanding  sections  8(q)  (1)  and  (4)  of  the  Unit- 
ed States  Housing  Act  of  1937,  for  fiscal  year  1996,  the  fee  for  each  month  for  which 
a  dwelling  unit  is  covered  by  an  assistance  contract  under  the  certificate,  voucher, 
or  moderate  rehabilitation  program  under  section  8  of  such  Act  shall  be  equal  to 
the  monthly  fee  payable  for  fiscal  year  1995:  Provided,  That  this  subsection  shall 
be  applicable  to  all  amounts  made  available  for  such  fees  during  fiscal  year  1996, 
as  if  in  effect  on  October  1,  1995. 

(c)  Delay  Reissuance  of  Vouchers  and  Certificates. — Notwithstanding  any 
other  provision  of  law,  a  public  housing  agency  administering  certificate  or  voucher 
assistance  provided  under  subsection  (b)  or  (o)  of  section  8  of  the  United  States 
Housing  Act  of  1937,  as  amended,  shall  delay  for  3  months,  the  use  of  any  amounts 
of  such  assistance  (or  the  certificate  or  voucher  representing  assistance  amounts) 
made  available  by  the  termination  during  fiscal  year  1996  of  such  assistance  on  be- 
half of  any  family  for  any  reason,  but  not  later  than  October  1,  1996;  with  the  excep- 
tion of  any  certificates  assigned  or  committed  to  project-based  assistance  as  per- 
mitted otherwise  by  the  Act,  accomplished  prior  to  the  effective  date  of  this  Act. 

public  housing/section  8  MOVING  TO  WORK  DEMONSTRATION 

Sec.  206.  (a)  Purpose. — ^The  purpose  of  this  demonstration  is  to  give  public  hous- 
ing agencies  and  the  Secretary  of  Housing  and  Urban  Development  the  flexibility 
to  design  and  test  various  approaches  for  providing  and  administering  housing  as- 
sistance that:  reduce  cost  and  achieve  greater  cost  effectiveness  in  Federal  expendi- 
tures; give  incentives  to  families  with  children  where  the  head  of  household  is  work- 
ing, seeking  work,  or  is  preparing  for  work  by  participating  in  job  training,  edu- 
cational programs,  or  programs  that  assist  people  to  obtain  emplojmient  and  become 
economically  self-sufficient;  and  increase  housing  choices  for  low-income  families. 

(b)  Program  Authority. — The  Secretary  of  Housing  and  Urban  Development 
shall  conduct  a  demonstration  program  under  this  section  beginning  in  fiscal  year 
1996  under  which  up  to  30  public  housing  agencies  (including  Indian  housing  au- 
thorities) administering  the  pubUc  or  Indian  housing  program  and  the  section  8 
housing  assistance  payments  program,  administering  a  total  number  of  public  hous- 
ing units  not  in  excess  of  25,000,  may  be  selected  by  the  Secretary  to  participate. 
The  Secretary  shall  provide  training  and  technical  assistance  during  the  demonstra- 
tion and  conduct  detailed  evaluations  of  up  to  15  such  agencies  in  an  effort  to  iden- 
tify replicable  program  models  promoting  the  purpose  of  the  demonstration.  Under 
the  demonstration,  notwithstanoing  any  provision  of  the  United  States  Housing  Act 
of  1937  except  as  provided  in  subsection  (e),  an  agency  may  combine  operating  as- 
sistance provided  under  section  9  of  the  United  States  Housing  Act  of  1937,  mod- 
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ernization  assistance  provided  under  section  14  of  such  Act,  and  assistance  provided 
under  section  8  of  such  Act  for  the  certificate  and  voucher  programs,  to  provide 
housing  assistance  for  low-income  families,  as  defined  in  section  3(b)(2)  of  the  Unit- 
ed States  Housing  Act  of  1937,  and  services  to  facilitate  the  transition  to  work  on 
such  terms  and  conditions  as  the  agency  may  propose  and  the  Secretary  may  ap- 
prove. 

(c)  Application. — ^An  application  to  participate  in  the  demonstration — 

(1)  shall  request  authority  to  combine  assistance  under  sections  8,  9,  and 
14  of  the  United  States  Housing  Act  of  1937; 

(2)  shall  be  submitted  only  after  the  public  housing  agency  provides  for  citi- 
zen participation  through  a  public  hearing  and,  if  appropriate,  other  means; 

(3)  shall  include  a  plan  developed  by  the  agency  that  takes  into  account 
comments  from  the  public  hearing  and  any  other  public  comments  on  the  pro- 
posed program,  and  comments  from  current  and  prospective  residents  who 
would  be  affected,  and  that  includes  criteria  for — 

(A)  families  to  be  assisted,  which  shall  require  that  at  least  75  percent 
of  the  families  assisted  by  participating  demonstration  public  housing  au- 
thorities shall  be  very  low-income  families,  as  defined  in  section  3(b)(2)  of 
the  United  States  Housing  Act  of  1937,  and  at  least  50  percent  of  the  fami- 
lies selected  shall  have  incomes  that  do  not  exceed  30  percent  of  the  median 
family  income  for  the  area,  as  determined  by  the  Secretary  with  adjust- 
ments for  smaller  and  larger  families,  except  that  the  Secretary  may  estab- 
lish income  ceilings  higher  or  lower  than  30  percent  of  the  median  for  the 
area  on  the  basis  of  the  Secretary's  findings  that  such  variations  are  nec- 
essary because  of  unusually  high  or  low  family  income; 

(B)  establishing  a  reasonable  rent  policy,  which  shall  be  designed  to  en- 
courage emplojrment  and  self-sufficiency  by  participating  families,  consist- 
ent with  the  purpose  of  this  demonstration,  such  as  by  excluding  some  or 
all  of  a  famil/s  earned  income  for  purposes  of  determining  rent; 

(C)  continuing  to  assist  substantially  the  same  total  number  of  eligible 
low-income  families  as  would  have  been  served  had  the  eunounts  not  been 
combined; 

(D)  maintaining  a  comparable  mix  of  families  (by  family  size)  as  woxild 
have  been  provided  had  the  amoimts  not  been  used  under  the  demonstra- 
tion; and 

(E)  assuring  that  housing  assisted  under  the  demonstration  program 
meets  housing  quality  standards  established  or  approved  by  the  Secretary; 
and 

(4)  may  request  assistance  for  training  and  technical  assistance  to  assist 
with  design  of  the  demonstration  and  to  participate  in  a  detailed  evaluation. 

(d)  Selection. — In  selecting  among  applications,  the  Secretary  shall  take  into  ac- 
count the  potentisd  of  each  agency  to  plan  and  carry  out  a  program  under  the  dem- 
onstration, the  relative  performance  by  an  agencv  under  the  public  housing  manage- 
ment assessment  program  under  section  6(j)  of  the  United  States  Housing  Act  of 
1937,  and  other  appropriate  factors  as  determined  by  the  Secretary. 

(e)  Appucability  of  1937  Act  Provisions. — 

(1)  Section  18  of  the  United  States  Housing  Act  of  1937  shall  continue  to 
apply  to  public  housing  notwithstanding  any  use  of  the  housing  under  this  dem- 
onstration. 

(2)  Section  12  of  such  Act  shall  apply  to  housing  assisted  under  the  dem- 
onstration, other  than  housing  assisted  solely  due  to  occupancy  by  families  re- 
ceiving tenant-based  assistance. 

(f)  Effect  on  Section  8,  Operating  Subsidies,  and  Comprehensive  Grant 
Program  Allocations. — ^The  amount  of  assistance  received  under  section  8,  section 
9,  or  pursuant  to  section  14  by  a  public  housing  agency  participating  in  the  dem- 
onstration under  this  part  shall  not  be  diminished  by  its  participation. 

(g)  Records,  Reports,  and  Audits. — 

(1)  Keeping  of  records. — Each  agency  shall  keep  such  records  as  the  Sec- 
retary may  prescribe  as  reasonably  necessary  to  disclose  the  amounts  and  the 
disposition  of  amounts  under  this  demonstration,  to  ensure  compliance  with  the 
requirements  of  this  section,  and  to  measure  performance. 

(2)  Reports. — Each  agency  shall  submit  to  the  Secretary  a  report,  or  series 
of  reports,  in  a  form  and  at  a  time  specified  by  the  Secretary.  Each  report 
shall— 

(A)  document  the  use  of  funds  made  available  under  this  section; 

(B)  provide  such  data  as  the  Secretary  may  request  to  assist  the  Sec- 
retary in  assessing  the  demonstration;  and 
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(C)  describe  and  analyze  the  effect  of  assisted  activities  in  addressing 
the  objectives  of  tiiis  part. 

(3)  Access  to  documents  by  the  secretary.— The  Secretary  shall  have 
access  for  the  purpose  of  audit  and  examination  to  any  books,  documents,  pa- 
pers, and  records  that  are  pertinent  to  assistance  in  connection  with,  and  the 
requirements  of,  this  section. 

(4)  Access  to  documents  by  the  comptroller  general.— The  Comptrol- 
ler General  of  the  United  States,  or  any  of  the  duly  authorized  representatives 
of  the  Comptroller  General,  shall  have  access  for  the  purpose  of  audit  and  ex- 
amination to  any  books,  documents,  papers,  and  records  that  are  pertinent  to 
assistance  in  connection  with,  and  the  requirements  of,  this  section. 

(h)  Evaluation  and  Report. — 

(1)  Consultation  with  pha  and  family  representatives.— In  making  as- 
sessments throughout  the  demonstration,  the  Secretary  shall  consult  with  rep- 
resentatives of  public  housing  agencies  and  residents. 

(2)  Report  to  congress. — Not  later  than  180  days  after  the  end  of  the 
third  year  of  the  demonstration,  the  Secretary  shall  submit  to  the  Congress  a 
report  evaluating  the  programs  carried  out  under  the  demonstration.  The  report 
shall  also  include  findings  and  recommendations  for  any  appropriate  legislative 
action. 

(i)  Funding  for  Technical  Assistance  and  Evaluation. — From  amounts  appro- 
priated for  assistance  under  section  14  of  the  United  States  Housing  Act  of  1937 
for  fiscal  years  1996,  1997,  and  1998,  the  Secretary  may  use  up  to  a  total  of 
$5,000,000— 

(1)  to  provide,  directly  or  by  contract,  training  and  technical  assistance — 

(A)  to  public  housing  agencies  that  express  an  interest  to  apply  for 
training  and  technical  assistance  pursuant  to  subsection  (c)(4),  to  assist 
them  in  designing  programs  to  be  proposed  for  the  demonstration;  and 

(B)  to  up  to  10  agencies  selected  to  receive  training  and  technical  as- 
sistance pursuant  to  subsection  (c)(4),  to  assist  them  in  implementing  the 
approved  program;  and 

(2)  to  conduct  detailed  evaluations  of  the  activities  of  the  public  housing 
agencies  under  paragraph  (1)(B),  directly  or  by  contract. 

repeal  of  provisions  regarding  income  disregards 

Sec.  207.  (a)  Maximum  Annual  Limitation  on  Rent  Increases  Resulting  From 
Employment. — Section  957  of  the  Cranston-Gonzalez  National  Affordable  Housing 
Act  is  hereby  repealed,  retroactive  to  November  28,  1990,  and  shall  be  of  no  effect. 

(b)  Economic  Independence.— Section  923  of  the  Housing  and  Community  De- 
velopment Act  of  1992  is  hereby  repealed,  retroactive  to  October  28,  1992,  and  shall 
be  of  no  effect. 

extension  of  multifamily  housing  finance  program 

Sec.  208.  (a)  The  first  sentence  of  section  542(bX5)  of  the  Housing  and  Commu- 
nity Development  Act  of  1992  (12  U.S.C.  1707  note)  is  amended  by  striking  "on  not 
more  than  15,000  units  over  fiscal  years  1993  and  1994"  and  inserting  "on  not  more 
than  7,500  units  during  fiscal  year  1996". 

(b)  The  first  sentence  of  section  542(c)(4)  of  the  Housing  and  Community  Develop- 
ment Act  of  1992  (12  U.S.C.  1707  note)  is  amended  by  striking  "on  not  to  exceed 
30,000  units  over  fiscal  years  1993,  1994,  and  1995"  and  inserting  "on  not  more 
than  10,000  units  during  fiscal  year  1996". 

foreclosure  of  hud-held  mortgages  through  third  parties 

Sec.  209.  During  fiscal  year  1996,  the  Secretary  of  Housing  and  Urban  Develop- 
ment may  delegate  to  one  or  more  entities  the  authority  to  carry  out  some  or  all 
of  the  functions  and  responsibiUties  of  the  Secretary  in  connection  with  the  fore- 
closure of  mortgages  held  by  the  Secretary  under  the  National  Housing  Act. 

restructuring  of  the  hud  multifamily  mortgage  portfolio  through  state 
housing  finance  agencies. 

Sec.  210.  During  fiscal- year  1996,  the  Secretary  of  Housing  and  Urban  Develop- 
ment may  sell  or  otherwise  transfer  multifamily  mortgages  held  by  the  Secretary 
under  the  National  Housing  Act  to  a  State  housing  finance  agency  in  connection 
with  a  program  authorized  under  section  542  (b)  or  (c)  of  the  Housing  and  Commu- 
nity Development  Act  of  1992  without  regard  to  the  unit  limitations  in  section 
542(bX5)  or  542(cX4)  of  such  Act. 
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TRANSFER  OF  SECTION  8  AUTHORITY 

Sec.  211.  Section  8  of  the  United  States  Housing  Act  of  1937  is  amended  by  add- 
ing the  following  new  subsection  at  the  end: 

"(bb)  Transfer  of  Budget  Authority — If  an  assistance  contract  under  this  sec- 
tion, other  than  a  contract  for  tenant-based  assistance,  is  terminated  or  is  not  re- 
newed, or  if  the  contract  expires,  the  Secretary  shall,  in  order  to  provide  continued 
assistance  to  eligible  families,  including  eligible  families  receiving  the  benefit  of  the 
project-based  assistance  at  the  time  of  the  termination,  transfer  any  budget  author- 
ity remaining  in  the  contract  to  another  contract.  The  transfer  shall  be  under  such 
terms  as  the  Secretary  may  prescribe.". 

documentation  of  multifamily  refinancings 

Sec.  212.  Notwithstanding  the  16th  paragraph  under  the  item  relating  to  "admin- 
istrative provisions"  in  title  II  of  the  Departments  of  Veterans  Affairs  and  Housing 
and  Urban  Development,  and  Independent  Agencies  Appropriations  Act,  1995  (Pub- 
lic Law  103-327;  108  Stat.  2316),  the  amendments  to  section  223(a)(7)  of  the  Na- 
tional Housing  Act  made  by  the  15th  paragraph  of  such  Act  shall  be  effective  during 
fiscal  year  1996  and  thereafter. 

fha  multifamily  demonstration  authority 

Sec.  213.  (a)  On  and  after  October  1,  1995,  and  before  October  1,  1997,  the  Sec- 
retary of  Housing  and  Urban  Development  shall  initiate  a  demonstration  program 
with  respect  to  multifamily  projects  whose  owners  agree  to  participate  and  whose 
mortgages  are  insured  under  the  National  Housing  Act  and  that  are  assisted  under 
section  8  of  the  United  States  Housing  Act  of  1937  and  whose  present  section  8 
rents  are,  in  the  aggregate,  in  excess  of  the  fair  market  rent  of  the  locality  in  which 
the  project  is  located.  These  programs  shall  be  designed  to  test  the  feasibility  and 
desirability  of  the  goal  of  ensuring,  to  the  maximum  extent  practicable,  that  the 
debt  service  and  operating  expenses,  including  adequate  reserves,  attributable  to 
such  multifamily  projects  can  be  supported  with  or  without  mortgage  insurance 
under  the  National  Housing  Act  and  with  or  without  above-market  rents  and  utiliz- 
ing project-based  assistance  or,  with  the  consent  of  the  property  owner,  tenant-based 
assistance,  while  taking  into  account  the  need  for  assistance  of  low-  and  very  low- 
income  families  in  such  projects.  In  carrying  out  this  demonstration,  the  Secretary 
may  use  arrangements  with  third  parties,  under  which  the  Secretary  may  provide 
for  the  assumption  by  the  third  parties  (by  delegation,  contract,  or  otherwise)  of 
some  or  all  of  the  functions,  obligations,  and  benefits  of  the  Secretary. 

(1)  Goals. — The  Secretary  of  Housing  and  Urban  Development  shall  carry 
out  the  demonstration  programs  under  this  section  in  a  manner  that — 

(A)  will  protect  the  financial  interests  of  the  Federal  Government; 

(B)  will  result  in  significant  discretionary  cost  savings  through  debt  re- 
structuring and  subsidy  reduction;  and 

(C)  will,  in  the  least  costly  fashion,  address  the  goals  of — 

(i)  maintaining  existing  housing  stock  in  a  decent,  safe,  and  sani- 
tary condition; 

(ii)  minimizing  the  involuntary  displacement  of  tenants; 
(iii)  restructuring  the  mortgages  of  such  projects  in  a  manner  that 
is  consistent  with  local  housing  market  conditions; 
(iv)  supporting  fair  housing  strategies; 

(v)  minimizing  any  adverse  income  tax  impact  on  property  owners; 
and 

(vi)  minimizing  any  adverse  impact  on  residential  neighborhoods. 
In  determining  the  manner  in  which  a  mortgage  is  to  be  restructured  or  the 
subsidy  reduced,  the  Secretary  may  balance  competing  goals  relating  to  individ- 
ual projects  in  a  manner  that  will  further  the  purposes  of  this  section. 

(2)  Demonstration  approaches. — In  carrying  out  the  demonstration  pro- 
grams, subject  to  the  appropriation  in  subsection  (f),  the  Secretary  may  use  one 
or  more  of  the  following  approaches: 

(A)  Joint  venture  arrangements  with  third  parties,  under  which  the 
Secretary  may  provide  for  the  assumption  by  the  third  parties  (by  delega- 
tion, contract,  or  otherwise)  of  some  or  all  of  the  functions,  obligations,  and 
benefits  of  the  Secretary. 

(B)  Subsidization  of  the  debt  service  of  the  project  to  a  level  that  can 
be  paid  by  an  owner  receiving  an  unsubsidized  market  rent. 

(C)  Renewal  of  existing  project-based  assistance  contracts  where  the 
Secretary  shall  approve  proposed  initial  rent  levels  that  do  not  exceed  the 
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greater  of  120  percent  of  fair  market  rents  or  comparable  market  rents  for 
the  relevant  metropolitan  market  area  or  at  rent  levels  under  a  budget- 
based  approach. 

(D)  Nonrenewal  of  expiring  existing  project-based  assistance  contracts 
and  providing  tenant-based  assistance  to  previously  assisted  households. 

(b)  For  purposes  of  carrying  out  demonstration  programs  under  subsection  (a) — 

(1)  the  Secretary  may  manage  and  dispose  of  multifamily  properties  owned 
by  the  Secretary  as  of  October  1,  1995  and  multifamily  mortgages  held  by  the 
Secretary  as  of  October  1,  1995  for  properties  assisted  under  section  8  with 
rents  above  110  percent  of  fair  market  rents  without  regard  to  any  other  provi- 
sion of  law;  and 

(2)  the  Secretary  may  delegate  to  one  or  more  entities  the  authority  to  carry 
out  some  or  all  of  the  functions  and  responsibilities  of  the  Secretary  in  connec- 
tion with  the  foreclosure  of  mortgages  held  by  the  Secretary  under  the  National 
Housing  Act. 

(c)  For  purposes  of  carrying  out  demonstration  programs  under  subsection  (a), 
subiect  to  such  third  party  consents  (if  any)  as  are  necessary  including  but  not  lim- 
ited to  (i)  consent  by  the  Government  National  Mortgage  Association  where  it  owns 
a  mortgage  insured  by  the  Secretary;  (ii)  consent  by  an  issuer  under  the  mortgage- 
backed  securities  program  of  the  Association,  subject  to  the  responsibilities  of  the 
issuer  to  its  security  holders  and  the  Association  under  such  program;  and  (iii)  par- 
ties to  any  contractual  agreement  which  the  Secretary  proposes  to  modify  or  dis- 
continue, and  subject  to  the  appropriation  in  subsection  (c),  the  Secretary  or  one  or 
more  third  parties  designated  by  the  Secretary  may  take  the  following  actions: 

(1)  Notwithstanding  any  other  provision  of  law,  and  subject  to  the  agree- 
ment of  the  project  owner,  the  Secretary  or  third  party  may  remove,  relinquish, 
extinguish,  modify,  or  agree  to  the  removal  of  any  mortgage,  regulatory  agree- 
ment, project-based  assistance  contract,  use  agreement,  or  restriction  that  had 
been  imposed  or  required  by  the  Secretary,  including  restrictions  on  distribu- 
tions of  income  which  the  Secretary  or  third  party  determines  would  interfere 
with  the  ability  of  the  project  to  operate  without  above  market  rents.  The  Sec- 
retary or  third  party  may  require  an  owner  of  a  property  assisted  under  the  sec- 
tion 8  new  construction/substantial  rehabilitation  program  to  apply  any  accu- 
mulated residual  receipts  toward  effecting  the  purposes  of  this  section. 

(2)  Notwithstanding  any  other  provision  of  law,  the  Secretary  of  Housing 
and  Urban  Development  may  enter  into  contracts  to  purchase  reinsurance,  or 
enter  into  participations  or  otherwise  transfer  economic  interest  in  contracts  of 
insurance  or  in  the  premiums  paid,  or  due  to  be  paid,  on  such  insurance  to  third 
parties,  on  such  terms  and  conditions  as  the  Secretary  may  determine. 

(3)  The  Secretary  may  offer  project-based  assistance  with  rents  at  or  below 
fair  market  rents  for  the  locality  in  which  the  project  is  located  and  may  nego- 
tiate such  other  terms  as  are  acceptable  to  the  Secretary  and  the  project  owner. 

(4)  The  Secretary  may  offer  to  pay  all  or  a  portion  of  the  project's  debt  serv- 
ice, including  payments  monthly  from  the  appropriate  Insurance  Fund,  for  the 
full  remaining  term  of  the  insured  mortgage. 

(5)  Notwithstanding  any  other  provision  of  law,  the  Secretary  may  forgive 
and  cancel  any  FHA-insured  mortgage  debt  that  a  demonstration  program  prop- 
erty cannot  carry  at  market  rents  while  bearing  full  operating  costs. 

(6)  For  demonstration  program  properties  that  cannot  carry  full  operating 
costs  (excluding  debt  service)  at  market  rents,  the  Secretary  may  approve 
project-based  rents  sufficient  to  carry  such  full  operating  costs  and  may  offer 
to  pay  the  full  debt  service  in  the  manner  provided  in  paragraph  (4). 

(d)  Community  and  Tenant  Input. — In  carrying  out  this  section,  the  Secretary 
shall  develop  procedures  to  provide  appropriate  and  timely  notice  to  officials  of  the 
unit  of  general  local  government  affected,  the  community  in  which  the  project  is  sit- 
uated, and  the  tenants  of  the  project. 

(e)  Limitation  on  Demonstration  Authority. — The  Secretary  may  carry  out 
demonstration  programs  under  this  section  with  respect  to  mortgages  not  to  exceed 
15,000  units.  The  demonstration  authorized  under  this  section  shall  not  be  ex- 
panded until  the  reports  required  under  subsection  (g)  are  submitted  to  the  Con- 
gress. 

(f)  Appropriation. — For  the  cost  of  modifying  loans  held  or  guaranteed  by  the 
Federal  Housing  Administration,  as  authorized  by  this  subsection  (a)(2)  and  sub- 
section (c),  $30,000,000,  to  remain  available  until  September  30,  1997:  Provided, 
That  such  costs  shall  be  as  defined  in  section  502  of  the  Congressional  Budget  Act 
of  1974,  as  amended. 

(g)  Report  to  Congress. — The  Secretary  shall  submit  to  the  Congress  every  six 
months  after  the  date  of  enactment  of  this  Act  a  report  describing  and  assessing 
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the  programs  carried  out  under  the  demonstrations.  The  Secretary  shall  also  submit 
a  final  report  to  the  Congress  not  later  than  six  months  after  the  end  of  the  dem- 
onstrations. The  reports  snail  include  findings  and  recommendations  for  any  legisla- 
tive action  appropriate.  The  reports  shall  also  include  a  description  of  the  status  of 
each  multifamily  housing  project  selected  for  the  demonstrations  under  this  section. 
The  final  report  may  include — 

(1)  the  size  of  the  projects; 

(2)  the  geographic  locations  of  the  projects,  by  State  and  region; 

(3)  the  physical  and  financial  condition  of  the  projects; 

(4)  the  occupancy  profile  of  the  projects,  including  the  income,  family  size, 
race,  and  ethnic  origin  of  current  tenants,  and  the  rents  paid  by  such  tenants; 

(5)  a  description  of  actions  undertaken  pursuant  to  this  section,  including 
a  description  of^the  effectiveness  of  such  actions  and  any  impediments  to  the 
transfer  or  sale  of  multifamily  housing  projects; 

(6)  a  description  of  the  extent  to  which  the  demonstrations  under  this  sec- 
tion have  displaced  tenants  of  multifamily  housing  projects; 

(7)  a  description  of  any  of  the  functions  performed  in  connection  with  this 
section  that  are  transferred  or  contracted  out  to  public  or  private  entities  or  to 
States; 

(8)  a  description  of  the  impact  to  which  the  demonstrations  under  this  sec- 
tion have  affected  the  localities  and  communities  where  the  selected  multifamily 
housing  projects  are  located;  and 

(9)  a  description  of  the  extent  to  which  the  demonstrations  under  this  sec- 
tion have  affected  the  owners  of  multifamily  housing  projects. 

SECTION  8  CONTRACT  RENEWALS 

Sec.  214.  (a)  For  fiscal  year  1996  and  henceforth,  the  Secretanr  of  Housing  and 
Urban  Development  may  use  amounts  available  for  the  renewal  of  assistance  under 
section  8  of  the  United  States  Housing  Act  of  1937,  upon  termination  or  expiration 
of  a  contract  for  assistance  under  section  8  of  such  Act  of  1937  (other  than  a  con- 
tract for  tenant-based  assistance  and  notwithstanding  section  8(v)  of  such  Act  for 
loan  management  assistance),  to  provide  assistance  under  section  8  of  such  Act,  sub- 
ject to  the  Section  8  Existing  Fair  Market  Rents,  for  the  eligible  families  assisted 
under  the  contracts  at  expiration  or  termination,  which  assistance  shall  be  in  ac- 
cordance with  terms  and  conditions  prescribed  by  the  Secretary. 

(b)  Notwithstanding  subsection  (a)  and  except  for  projects  assisted  under  section 
8(e)(2)  of  the  United  States  Housing  Act  of  1937  (as  it  existed  immediately  prior  to 
October  1,  1991),  at  the  request  of  the  owner,  the  Secretary  shall  renew  for  a  period 
of  one  year  contracts  for  assistance  under  section  8  that  expire  or  terminate  during 
fiscal  vear  1996  at  the  current  rent  levels. 

(c)  Section  8(v)  of  the  United  States  Housing  Act  of  1937  is  amended  to  read  as 
follows:  "The  Secretary  may  extend  expiring  contracts  entered  into  under  this  sec- 
tion for  project-based  loan  management  assistance  to  the  extent  necessary  to  pre- 
vent displacement  of  low-income  families  receiving  such  assistance  as  of  September 
30,  1996.". 

(d)  Section  236(f)  of  the  National  Housing  Act  (12  U.S.C.  1715z-l(0)  is  amended: 

(1)  by  striking  the  second  sentence  in  paragraph  (1)  and  inserting  in  lieu 
thereof  the  following:  "The  rental  charge  for  eacn  dvvelling  unit  shall  be  at  the 
basic  rental  charge  or  such  greater  amount,  not  exceeding  the  lower  of  (i)  the 
fair  market  rental  charge  determined  pursuant  to  this  paragraph,  or  (ii)  the  fair 
market  rental  established  under  section  8(c)  of  the  United  States  Housing  Act 
of  1937  for  the  market  area  in  which  the  housing  is  located,  as  represents  30 
per  centum  of  the  tenant's  adjusted  income.";  and 

(2)  by  striking  paragraph  (6).". 

EXTENSION  OF  HOME  EQUITY  CONVERSION  MORTGAGE  PROGRAM 

Sec.  215.  Section  255(g)  of  the  National  Housing  Act  (12  U.S.C.  1715z-20(g))  is 
amended — 

(1)  in  the  first  sentence,  by  striking  "September  30,  1995"  and  inserting 
"September  30,  1996";  and 

(2)  in  the  second  sentence,  by  striking  "25,000"  and  inserting  "30,000". 

ASSESSMENT  COLLECTION  DATES  FOR  OFFICE  OF  FEDERAL  HOUSING  ENTERPRISE 

OVERSIGHT 

Sec  216.  Section  1316(b)  of  the  Housing  and  Community  Development  Act  of 
1992  (12  U.S.C.  4516(b))  is  amended  by  striking  paragraph  (2)  and  inserting  the  fol- 
lowing new  paragraph: 
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"(2)  Timing  of  payment. — ^The  annual  assessment  shedl  be  payable  semiannually 
for  each  fiscal  year,  on  October  1  and  April  1.". 

MERGER  LANGUAGE  FOR  ASSISTANCE  FOR  THE  RENEWAL  OF  EXPIRING  SECTION  8 
SUBSIDY  CONTRACTS  AND  ANNUAL  CONTRIBUTIONS  FOR  ASSISTED  HOUSING 

Sec.  217.  All  remaining  obligated  and  unobligated  balances  in  the  Renewal  of  Ex- 
piring Section  8  Subsidy  Contracts  account  on  September  30,  1995,  shall  imme- 
diately thereafter  be  transferred  to  and  merged  with  the  obligated  and  unobligated 
balances,  respectively,  of  the  Annual  Contributions  for  Assisted  Housing  account. 

DEBT  FORGIVENESS 

Sec.  218.  (a)  The  Secretary  of  Housing  and  Urban  Development  shall  cancel  the 
indebtedness  of  the  Hubbard  Hospital  Authority  of  Hubbard,  Texas,  relating  to  the 
public  facilities  loan  for  Project  Number  PFL^TEX-215,  issued  under  title  II  of  the 
Housing  Amendments  of  1955.  Such  hospital  authority  is  relieved  of  all  liability  to 
the  Government  for  the  outstanding  principal  balance  on  such  loan,  for  the  amount 
of  accrued  interest  on  such  loan,  and  for  any  fees  and  charges  payable  in  connection 
with  such  loan. 

(b)  The  Secretary  of  Housing  and  Urban  Development  shall  cancel  the  indebted- 
ness of  the  Groveton  Texas  Hospital  Authority  relating  to  the  public  facilities  loan 
for  Project  Number  TEX-41-PFL0162,  issued  under  title  II  of  the  Housing  Amend- 
ments of  1955.  Such  hospital  authority  is  relieved  of  all  liability  to  the  Government 
for  the  outstanding  principal  balance  on  such  loan,  for  the  amount  of  accrued  inter- 
est on  such  loan,  and  for  any  fees  and  charges  payable  in  connection  with  such  loan. 

(c)  The  Secretary  of  Housing  and  Urban  Development  shall  cancel  the  indebted- 
ness of  the  Hepzibah  Public  Service  District  of  Hepzibah,  West  Virginia,  relating  to 
the  public  faciUties  loan  for  Project  Number  WV-46-PFL0031,  issued  under  title  II 
of  the  Housing  Amendments  of  1955.  Such  public  service  district  is  relieved  of  all 
liability  to  the  Government  for  the  outstanding  principal  balance  on  such  loan,  for 
the  amount  of  accrued  interest  on  such  loan,  and  for  any  fees  and  charges  payable 
in  connection  with  such  loan. 

CLARIFICATIONS 

Sec.  219.  For  purposes  of  Federal  law,  the  Paul  Mirabile  Center  in  San  Diego, 
California,  including  areas  within  such  Center  that  are  devoted  to  the  delivery  of 
supportive  services,  has  been  determined  to  satisfy  the  "continuum  of  care"  require- 
ments of  the  Department  of  Housing  and  Urban  Development,  and  shall  be  treated 
as — 

(a)  consisting  solely  of  residential  units  that  (i)  contain  sleeping  accom- 
modations and  kitchen  and  bathroom  facilities,  (ii)  are  located  in  a  building  that 
is  used  exclusively  to  facilitate  the  transition  of  homeless  individuals  (within 
the  meaning  of  section  103  of  the  Stewart  B.  McKinney  Homeless  Assistance 
Act  (42  U.S.C.  11302),  as  in  effect  on  December  19,  1989)  to  independent  living 
within  24  months,  (iii)  are  suitable  for  occupancy,  with  each  cubicle  constituting 
a  separate  bedroom  and  residential  unit,  (iv)  are  used  on  other  than  a  transient 
basis,  and  (v)  shall  be  originally  placed  in  service  on  November  1,  1995;  and 
ih)  property  that  is  entirely  residential  rental  property,  namely,  a  project 
for  resicfential  rental  property. 

EMPLOYMENT  LIMITATIONS 

Sec.  220.  (a)  By  the  end  of  fiscal  year  1996  the  Department  of  Housing  and  Urban 
Development  shadl  employ  no  more  than  seven  Assistant  Secretaries,  notwithstand- 
ing section  4(a)  of  the  Department  of  Housing  and  Urban  Development  Act. 

(b)  By  the  end  of  fiscal  year  1996  the  Department  of  Housing  and  Urban  Develop- 
ment shall  employ  no  more  than  77  schedule  C  and  20  non-career  senior  executive 
service  employees. 

USE  OF  FUNDS 

Sec.  221.  (a)  Of  the  $93,400,000  earmarked  in  PubUc  Law  101-144  (103  Stat. 
850),  as  amended  by  Public  Law  101-302  (104  Stat.  237),  for  special  projects  and 
purposes,  any  amounts  remaining  of  the  $500,000  made  available  to  Bethlehem 
House  in  Highland,  California,  for  site  planning  and  loan  acquisition  shall  instead 
be  made  available  to  the  County  of  San  Bernardino  in  California  to  assist  with  the 
expansion  of  the  Los  Padrinos  Gang  Intervention  Progreun  and  the  Unity  Home  Do- 
mestic Violence  Shelter. 
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(b)  The  amount  made  available  for  fiscal  year  1995  for  the  removal  of  asbestos 
from  an  abandoned  public  school  building  in  Toledo,  Ohio  shall  be  made  available 
for  the  renovation  and  rehabilitation  of  an  industrial  building  at  the  University  of 
Toledo  in  Toledo,  Ohio. 

LEAD-BASED  PAINT  ABATEMENT 

Sec.  222.  (a)  Section  1011  of  Title  X— Residential  Lead-Based  Paint  Hazard  Re- 
duction Act  of  1992  is  amended  as  follows:  Strike  "priority  housing"  wherever  it  ap- 
pears in  said  section  and  insert  "housing". 

(b)  Section  1011(a)  shall  be  amended  as  follows:  At  the  end  of  the  subsection  after 
the  period,  insert:  "Grants  shall  only  be  made  under  this  section  to  provide  assist- 
ance for  housing  which  meets  the  following  criteria — 

"(1)  for  grants  made  to  assist  rental  housing,  at  least  50  percent  of  the 
units  must  be  occupied  by  or  made  available  to  families  with  incomes  at  or 
below  50  percent  of  the  area  median  income  level  and  the  remaining  units  shall 
be  occupied  or  made  available  to  families  with  incomes  at  or  below  80  percent 
of  the  area  median  income  level,  and  in  all  cases  the  landlord  shall  give  priority 
in  renting  units  assisted  under  this  section,  for  not  less  than  3  years  following 
the  completion  of  lead  abatement  activities,  to  families  with  a  child  under  the 
age  of  six  years,  except  that  buildings  with  five  or  more  units  may  have  20  per- 
cent of  the  units  occupied  by  families  with  incomes  above  80  percent  of  area 
median  income  level; 

"(2)  for  grants  made  to  assist  housing  owned  by  owner-occupants,  all  units 
assisted  with  grants  under  this  section  shall  be  the  principal  residence  of  fami- 
lies with  income  at  or  below  80  percent  of  the  area  median  income  level,  and 
not  less  than  90  percent  of  the  units  assisted  with  grants  under  this  section 
shall  be  occupied  by  a  child  under  the  age  of  six  years  or  shall  be  units  where 
a  child  under  the  age  of  six  years  spends  a  significant  amount  of  time  visiting; 
and 

"(3)  notwithstanding  paragraphs  (1)  and  (2),  Round  II  grantees  who  receive 
assistance  under  this  section  may  use  such  assistance  for  priority  housing." 

extension  period  for  SHARING  UTILITY  COST  SAVINGS  WITH  PHAS 

Sec.  223.  Section  9(a)(3)(B)(i)  of  the  United  States  Housing  Act  of  1937  is  amend- 
ed by  striking  "for  a  period  not  to  exceed  6  years". 

MORTGAGE  NOTE  SALES 

Sec.  223A.  The  first  sentence  of  section  221(g)(4)(C)(viii)  of  the  National  Housing 
Act  is  amended  by  striking  "September  30,  1995"  and  inserting  in  lieu  thereof  "Sep- 
tember 30,  1996". 

REPEAL  OF  FROST-LELAND 

Sec.  223B.  Section  415  of  the  Department  of  Housing  and  Urban  Development — 
Independent  Agencies  Appropriations  Act,  1988  (Public  Law  100-202;  101  Stat. 
1329-213)  is  repealed. 

FHA  SINGLE-FAMILY  ASSIGNMENT  PROGRAM  REFORM 

Sec.  223C.  (a)  Foreclosure  Avoidance. — The  last  sentence  of  section  204(a)  of 
the  Nationad  Housing  Act  (12  U.S.C.  1710(a))  is  amended  by  inserting  before  the  pe- 
riod the  following:  ''-And  provided  further,  That  the  Secretary  may  pay  insurance 
benefits  to  the  mortgagee  to  recompense  the  mortgagee  for  its  actions  to  provide  an 
alternative  to  the  foreclosure  of  a  mortgage  that  is  in  default,  which  actions  may 
include  special  foreclosure,  loan  modification,  and  deeds  in  lieu  of  foreclosure,  all 
upon  terms  and  conditions  as  the  mortgagee  shall  determine  in  the  mortgagee's  sole 
discretion,  within  guidelines  provided  by  the  Secretary,  but  which  may  not  include 
assignment  of  a  mortgage  to  the  Secretary:  And  provided  further.  That  for  purposes 
of  the  preceding  proviso,  no  action  authorized  by  the  Secretary  and  no  action  taken, 
nor  any  failure  to  act,  by  the  Secretary  or  the  mortgagee  shall  be  subject  to  judicial 
review.". 

(b)  Authority  To  Assist  Mortgagors  in  Default. — Section  230  of  the  National 
Housing  Act  (12  U.S.C.  1715u)  is  amended  to  read  as  follows: 

"authority  to  assist  mortgagors  in  default 

"Sec.  230.  (a)  Payment  of  Partlvl  Claim. — The  Secretary  may  establish  a  pro- 
gram for  payment  of  a  partial  claim  to  a  mortgagee  that  agrees  to  apply  the  claim 
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amount  to  pajonent  of  a  mortgage  on  a  1-  to  4-family  residence  that  is  in  default. 
Any  such  payment  under  such  program  to  the  mortgagee  shall  be  made  in  the  sole 
discretion  of  the  Secretary  and  on  terms  and  conditions  acceptable  to  the  Secretary, 
except  that — 

"(1)  the  amount  of  the  pa5Tnent  shall  be  in  an  amount  determined  by  the 
Secretary,  not  to  exceed  an  amount  equivalent  to  12  of  the  monthly  mortgage 
payments  and  any  costs  related  to  the  default  that  are  approved  by  the  Sec- 
retary; and 

"(2)  the  mortgagor  shall  agree  to  repay  the  amount  of  the  insurance  claim 
to  the  Secretary  upon  terms  and  conditions  acceptable  to  the  Secretary. 
The  Secretary  may  pay  the  mortgagee,  from  the  appropriate  insurance  fund,  in  con- 
nection with  any  activities  that  the  mortgagee  is  required  to  undertake  concerning 
repayment  by  the  mortgagor  of  the  amount  owed  to  the  Secretary. 
"(b)  Assignment.— 

"(1)  Program  authority. — The  Secretary  may  establish  a  program  for  as- 
signment to  the  Secretary,  upon  request  of  the  mortgagee,  of  a  mortgage  on  a 
1-  to  4-family  residence  insured  under  this  Act. 

"(2)  Program  requirements. — The  Secretary  may  accept  assignment  of  a 
mortgage  under  a  program  under  this  subsection  only  if — 
"(A)  the  mortgage  was  in  default; 

"(B)  the  mortgagee  has  modified  the  mortgage  to  cure  the  default  and 
provide  for  mortgage  payments  within  the  reasonable  ability  of  the  mortga- 
gor to  pay,  at  interest  rates  not  exceeding  current  market  interest  rates; 
and 

"(C)  the  Secretary  arranges  for  servicing  of  the  assigned  mortgage  by 
a  mortgagee  (which  may  include  the  assigning  mortgagee)  through  proce- 
dures that  the  Secretary  has  determined  to  be  in  the  best  interests  of  the 
appropriate  insurance  fund. 

"(3)  Payment  of  insurance  benefits. — Upon  accepting  assignment  of  a 
mortgage  under  a  program  established  under  this  subsection,  the  Secretary  may 
pay  insurance  benefits  to  the  mortgagee  from  the  appropriate  insurance  fund, 
in  an  amount  that  the  Secretary  determines  to  be  appropriate,  not  to  exceed  the 
amount  necessary  to  compensate  the  mortgagee  for  the  assignment  and  any 
losses  and  expenses  resulting  from  the  mortgage  modification. 
"(c)  Prohibition  of  judicial  review. — No  decision  by  the  Secretary  to  exercise 
or  forego  exercising  any  authority  under  this  section  shall  be  subject  to  judicial  re- 
view.". 

(c)  Savings  Provision. — Any  mortgage  for  which  the  mortgagor  has  applied  to 
the  Secretary,  before  the  date  of  enactment  of  the  Departments  of  Veterans  Affairs 
and  Housing  and  Urban  Development,  and  Independent  Agencies  Appropriations 
Act,  1996,  for  assignment  pursuant  to  subsection  (b)  of  this  section  as  in  effect  be- 
fore such  date  of  enactment  shall  continue  to  be  governed  by  the  provisions  of  such 
section,  as  in  effect  immediately  before  such  date  of  enactment. 

(d)  Applicability  of  Other  Laws. — No  provision  of  this  Act,  or  any  other  law, 
shall  be  construed  to  require  the  Secretary  of  Housing  and  Urban  Development  to 
provide  an  alternative  to  foreclosure  for  mortgagees  with  mortgages  on  1-  to  4-fam- 
ily residences  insured  by  the  Secretary  under  the  National  Housing  Act,  or  to  accept 
assignments  of  such  mortgages. 

(e)  Applicability  of  Amendments. — Except  as  provided  in  subsection  (d),  the 
amendments  made  by  subsections  (a)  and  (b)  shall  apply  with  respect  to  mortgages 
originated  before  fiscal  year  1996. 

(f)  Regulations. — Not  later  than  60  days  after  the  date  of  enactment  of  this  Act, 
the  Secretary  of  Housing  and  Urban  Development  shall  issue  interim  regulations  to 
implement  this  section  and  eunendments  made  by  this  section. 

(g)  Effectiveness  and  Applicability. — If  this  Act  is  enacted  after  the  date  of  en- 
actment of  the  Balanced  Budget  Act  of  1995 — 

(1)  subsections  (a),  (b),  (c),  (d),  and  (e)  of  this  section  shall  not  take  effect; 
and 

(2)  section  2052(c)  of  the  Balanced  Budget  Act  of  1995  is  amended  by  strik- 
ing "that  are  originated  on  or  after  October  1,  1995"  and  inserting  in  lieu  there- 
of "to  mortgages  originated  before,  during,  and  after  fiscal  year  1996.". 

spending  limitations 

Sec.  223D.  (a)  None  of  the  funds  in  this  Act  may  be  used  by  the  Secretary  to  im- 
pose any  sanction,  or  penalty  because  of  the  enactment  of  any  State  or  local  law 
or  regulation  declaring  English  as  the  official  language. 
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(b)  No  part  of  any  appropriation  contained  in  this  Act  shall  be  used  for  lobbying 
activities  as  prohibited  by  law. 

TRANSFER  OF  FUNCTIONS  TO  THE  DEPARTMENT  OF  JUSTICE 

Sec.  223E.  All  functions,  activities  and  responsibilities  of  the  Secretary  of  Housing 
and  Urban  Development  relating  to  title  VIII  of  the  Civil  Rights  Act  of  1968,  as 
amended  by  the  Fair  Housing  Amendments  Act  of  1988,  and  the  Fair  Housing  Act, 
including  any  rights  guaranteed  under  the  Fair  Housing  Act  (including  any  func- 
tions relating  to  the  Fair  Housing  Initiatives  program  under  section  561  of  the 
Housing  and  Community  Development  Act  of  1987T,  are  hereby  transferred  to  the 
Attorney  General  of  the  United  States  effective  April  1,  1997:  Provided,  That  none 
of  the  aforementioned  authority  or  responsibility  tor  enforcement  of  the  Fair  Hous- 
ing Act  shall  be  transferred  to  the  Attorney  General  until  adequate  personnel  and 
resources  allocated  to  such  activity  at  the  Department  of  Housing  and  Urban  Devel- 
opment are  transferred  to  the  Department  of  Justice. 

Sec.  224.  None  of  the  funds  provided  in  this  Act  may  be  used  during  fiscal  year 
1996  to  investigate  or  prosecute  under  the  Fair  Housing  Act  (42  U.S.C.  3601,  et 
seq.)  any  otherwise  lawful  activity  engaged  in  by  one  or  more  persons,  including  the 
filing  or  maintaining  of  non-frivolous  legal  action,  that  is  engaged  in  solely  for  the 
purposes  of  achieving  or  preventing  action  by  a  Government  official,  entity,  or  court 
of  competent  jurisdiction. 

Sec.  225.  None  of  the  funds  provided  in  this  Act  many  be  used  to  take  any  en- 
forcement action  with  respect  to  a  complaint  of  discrimination  under  the  Fair  Hous- 
ing Act  (42  U.S.C.  3601,  et  sea.)  on  the  basis  of  familial  status  and  which  involves 
an  occupancy  standard  established  by  the  housing  provider  except  to  the  extent  that 
it  is  found  that  there  has  been  discrimination  in  contravention  of  the  standards  pro- 
vided in  the  March  20,  1991  Memorandum  from  the  General  Counsel  of  the  Depart- 
ment of  Housing  and  Urban  Development  to  all  Regional  Counsel  or  until  such  time 
that  HUD  issues  a  final  rule  in  accordance  with  section  553  of  title  5,  United  States 
Code. 

CDBG  ELIGIBLE  ACTIVITIES 

Sec.  226.  Section  105(a)  of  the  Housing  and  Community  Development  Act  of  1974 
(42  U.S.C.  5305(a))  is  amended— 

(1)  in  paragraph  (4) — 

(A)  by  inserting  "reconstruction,"  after  "removal,";  and 

(B)  by  striking  "acquisition  for  rehabilitation,  and  rehabilitation"  and 
inserting  "acquisition  for  reconstruction  or  rehabilitation,  and  reconstruc- 
tion or  rehabilitation"; 

(2)  in  paragraph  (13),  by  striking  "and"  at  the  end; 

(3)  by  striking  paragraph  (19); 

(4)  in  paragraph  (24),  by  striking  "and"  at  the  end; 

(5)  in  paragraph  (25),  by  striking  the  period  at  the  end  and  inserting  "; 
and"; 

(6)  by   redesignating  paragraphs   (20)   through   (25)   as   paragraphs   (19) 
through  (24),  respectively;  and 

(7)  by  redesignating  paragraph  (21)  (as  added  by  section  1012(f)(3)  of  the 
Housing  and  Community  Development  Act  of  1992)  as  paragraph  (25). 

TITLE  III 

INDEPENDENT  AGENCIES 

American  Battle  Monuments  Commission 

salaries  and  expenses 

For  necessary  expenses,  not  otherwise  provided  for,  of  the  American  Battle  Monu- 
ments Commission,  including  the  acquisition  of  land  or  interest  in  land  in  foreign 
countries;  purchases  and  repair  of  uniforms  for  caretakers  of  national  cemeteries 
and  monuments  outside  of  the  United  States  and  its  territories  and  possessions; 
rent  of  office  and  garage  space  in  foreign  countries;  purchase  (one  for  replacement 
only)  and  hire  of  passenger  motor  vehicles;  and  insurance  of  official  motor  vehicles 
in  foreign  countries,  when  required  by  law  of  such  countries;  $20,265,000,  to  remain 
available  until  expended:  Provided,  That  where  station  allowance  has  been  author- 
ized by  the  Department  of  the  Army  for  officers  of  the  Army  serving  the  Army  at 
certain  foreign  stations,  the  same  allowance  shall  be  authorized  for  officers  of  the 
Armed  Forces  assigned  to  the  Commission  while  serving  at  the  same  foreign  sta- 
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tions,  and  this  appropriation  is  hereby  made  available  for  the  payment  of  such  al- 
lowance: Provided  further.  That  when  traveling  on  business  of  the  Commission,  offi- 
cers of  the  Armed  Forces  serving  as  members  or  as  Secretary  of  the  Commission 
may  be  reimbursed  for  expenses  as  provided  for  civilian  members  of  the  Commis- 
sion: Provided  further,  That  the  Commission  shall  reimburse  other  Government 
agencies,  including  the  Armed  Forces,  for  salary,  pay,  and  allowances  of  personnel 
assigned  to  it. 

Consumer  Product  Safety  Commission 
salaries  and  expenses 

For  necessary  expenses  of  the  Consumer  Product  Safety  Commission,  including 
hire  of  passenger  motor  vehicles,  services  as  authorized  by  5  U.S.C.  3109,  but  at 
rates  for  individuals  not  to  exceed  the  per  diem  rate  equivalent  to  the  rate  for  GS- 
18,  purchase  of  nominal  awards  to  recognize  non-Federal  officials'  contributions  to 
Commission  activities,  and  not  to  exceed  $500  for  official  reception  and  representa- 
tion expenses,  $40,000,000. 

Corporation  for  National  and  Community  Service 

national  and  community  SERVICE  PROGRAMS  OPERATING  EXPENSES 

For  necessary  expenses  for  the  Corporation  for  National  and  Community  Service 
in  carrying  out  the  orderly  termination  of  programs,  activities,  and  initiatives  under 
the  National  and  Community  Service  Act  of  1990,  as  amended  (Public  Law  103-82), 
$15,000,000:  Provided,  That  such  amount  shall  be  utilized  to  resolve  all  responsibil- 
ities and  obligations  in  connection  with  said  Corporation  and  the  Corporation's  Of- 
fice of  Inspector  General. 

COURT  OF  VETERANS  APPEALS 

SALARIES  AND  EXPENSES 

For  necessary  expenses  for  the  operation  of  the  United  States  Court  of  Veterans 
Appeals  as  authorized  by  38  U.S.C.  sections  7251-7292,  $9,000,000,  of  which  not  to 
exceed  $678,000,  to  remain  available  until  September  30,  1997,  shall  be  available 
for  the  purpose  of  providing  financial  assistance  as  described,  and  in  accordance 
with  the  process  and  reporting  procedures  set  forth,  under  this  head  in  Public  Law 
102-229. 

department  of  defense — civil 

Cemeterial  Expenses,  Army 

salaries  and  expenses 

For  necessary  expenses,  as  authorized  by  law,  for  maintenance,  operation,  and  im- 
provement of  Arlington  National  Cemetery  and  Soldiers'  and  Airmen's  Home  Na- 
tional Cemetery,  and  not  to  exceed  $1,000  for  official  reception  and  representation 
expenses;  $11,946,000,  to  remain  available  until  expended. 

Environmental  Protection  Agency 

SCIENCE  and  technology 

For  science  and  technology,  including  research  and  development  activities,  which 
shall  include  research  and  development  activities  under  the  Comprehensive  Envi- 
ronmental Response,  Compensation  and  Liability  Act  of  1980  (CERCLA),  as  amend- 
ed; necessary  expenses  for  personnel  and  related  costs  and  travel  expenses,  includ- 
ing uniforms,  or  allowances  therefore,  as  authorized  by  5  U.S.C.  5901-5902;  services 
as  authorized  by  5  U.S.C.  3109,  but  at  rates  for  individuals  not  to  exceed  the  per 
diem  rate  equivalent  to  \he  rate  for  GS-18;  procurement  of  laboratory  equipment 
and  supplies;  other  operating  expenses  in  support  of  research  and  development;  con- 
struction, alteration,  repair,  rehabilitation  and  renovation  of  facilities,  not  to  exceed 
$75,000  per  project;  $525,000,000,  which  shall  remain  available  until  September  30, 
1997. 


37 

ENVIRONMENTAL  PROGRAMS  AND  MANAGEMENT 

For  environmental  programs  and  management,  including  necessary  expenses,  not 
otherwise  provided  for,  for  personnel  and  related  costs  and  travel  expenses,  includ- 
ing uniforms,  or  allowances  therefore,  as  authorized  by  5  U.S.C.  5901-5902;  services 
as  authorized  by  5  U.S.C.  3109,  but  at  rates  for  individuals  not  to  exceed  the  per 
diem  rate  equivalent  to  the  rate  for  GS-18;  hire  of  passenger  motor  vehicles;  hire, 
maintenance,  and  operation  of  aircraft;  purchase  of  reprints;  library  memberships 
in  societies  or  associations  which  issue  publications  to  members  only  or  at  a  price 
to  members  lower  than  to  subscribers  who  are  not  members;  construction,  alter- 
ation, repair,  rehabilitation,  and  renovation  of  facilities,  not  to  exceed  $75,000  per 
project;  and  not  to  exceed  $6,000  for  official  reception  and  representation  expenses; 
$1,550,300,000,  which  shall  remain  available  until  September  30,  1997:  Provided, 
That,  notwithstanding  any  other  provision  of  law,  for  this  fiscal  year  and  hereafter, 
an  industrial  discharger  that  is  a  pharmaceutical  manufacturing  facility  and  dis- 
charged to  the  Kalamazoo  Water  Reclamation  Plant  (an  advanced  wastewater  treat- 
ment plant  with  activated  carbon)  prior  to  the  date  of  enactment  of  this  Act  may 
be  exempted  from  categorical  pretreatment  standards  under  section  307(b)  of  the 
Federal  Water  Pollution  Control  Act,  as  amended,  if  the  following  conditions  are 
met: 

(1)  the  owner  or  operator  of  the  Kalamazoo  Water  Reclamation  Plant  ap- 
plies to  the  State  of  Michigan  for  an  exemption  for  such  industrial  discharger, 

(2)  the  State  or  Administrator,  as  applicable,  approves  such  exemption  re- 
quest based  upon  a  determination  that  the  Kalamazoo  Water  Reclamation  Plant 
will  provide  treatment  and  pollution  removal  equivalent  to  or  better  than  that 
which  would  be  required  through  a  combination  of  pretreatment  by  such  indus- 
trial discharger  and  treatment  by  the  Kalamazoo  Water  Reclamation  Plant  in 
the  absence  of  the  exemption,  and. 

(3)  compliance  with  paragraph  (2)  is  addressed  by  the  provisions  and  condi- 
tions of  a  permit  issued  to  the  Kalamazoo  Water  Reclamation  Plant  under  sec- 
tion 402  oi"  such  Act,  and  there  exists  an  operative  financial  contract  between 
the  City  of  Kalamazoo  and  the  industrial  user  and  an  approved  local 
pretreatment  program,  including  a  joint  monitoring  program  and  local  controls 
to  prevent  against  interference  and  pass  through. 

OFFICE  OF  INSPECTOR  GENERAL 

For  necessary  expenses  of  the  Office  of  Inspector  General  in  carrying  out  the  pro- 
visions of  the  Inspector  General  Act  of  1978,  as  amended,  and  for  construction,  al- 
teration, repair,  rehabilitation,  and  renovation  of  facilities,  not  to  exceed  $75,000  per 
project,  $28,500,000. 

BUILDINGS  AND  FACILITIES 

For  construction,  repair,  improvement,  extension,  alteration,  and  purchase  of  fixed 
equipment  or  facilities  of,  or  use  by,  the  Environmental  Protection  Agency, 
$60,000,000,  to  remain  available  until  expended. 

HAZARDOUS  SUBSTANCE  SUPERFUND 
(INCLUDING  TRANSFER  OF  FUNDS) 

For  necessary  expenses  to  carry  out  the  Comprehensive  Environmental  Response, 
Compensation  and  Liability  Act  of  1980  (CERCLA),  as  amended,  including  sections 
111  (c)(3),  (c)(5),  (c)(6),  and  (e)(4)  (42  U.S.C.  9611),  and  for  construction,  alteration, 
repair,  rehabilitation,  and  renovation  of  facilities,  not  to  exceed  $75,000  per  project; 
not  to  exceed  $1,163,400,000,  to  remain  available  until  expended,  consisting  of 
$913,400,000  as  authorized  by  section  517(a)  of  the  Superfund  Amendments  and  Re- 
authorization Act  of  1986  (SARA),  as  amended  by  Public  Law  101-508,  and 
$250,000,000  as  a  payment  from  general  revenues  to  the  Hazardous  Substance 
Superfund  as  authorized  by  section  517(b)  of  SARA,  as  amended  by  Public  Law  101- 
508:  Provided,  That  funds  appropriated  under  this  heading  may  be  allocated  to 
other  Federal  agencies  in  accordance  with  section  111(a)  of  CERCLA:  Provided  fur- 
ther. That  $11,000,000  of  the  funds  appropriated  under  this  heading  shall  be  trans- 
ferred to  the  Office  of  Inspector  General  appropriation  to  remain  available  until  Sep- 
tember 30,  1996:  Provided  further.  That  notwithstanding  section  lll(m)  of  CERCLA 
or  any  other  provision  of  law,  not  to  exceed  $59,000,000  of  the  funds  appropriated 
under  this  heading  shall  be  available  to  the  Agency  for  Toxic  Substances  and  Dis- 
ease Registry  to  carry  out  activities  described  in  sections  104(i),  111(c)(4),  and 
lll(c)(14)  of  CERCLA  and  section  118(f)  of  the  Superfund  Amendments  and  Reau- 
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thorization  Act  of  1986:  Provided  further.  That  none  of  the  funds  appropriated  under 
this  heading  shall  be  available  for  the  Agency  for  Toxic  Substances  and  Disease 
Re^stry  to  issue  in  excess  of  40  toxicological  profiles  pursuant  to  section  104(i)  of 
CERCLA  during  fiscal  year  1996:  Provided  further,  Tnat  none  of  the  funds  made 
available  under  this  heading  may  be  used  by  the  Environmental  Protection  Agency 
to  propose  for  listing  or  to  list  any  additional  facilities  on  the  National  Priorities 
List  established  by  section  105  of  the  Comprehensive  Environmental  Response, 
Compensation  and  Liability  Act  (CERCLA),  as  amended  (42  U.S.C.  9605),  unless  the 
Administrator  receives  a  written  request  to  propose  for  listing  or  to  list  a  facility 
from  the  Governor  of  the  State  in  which  the  facility  is  located,  or  unless  legislation 
to  reauthorize  CERCLA  is  enacted. 

LEAKING  UNDERGROUND  STORAGE  TANK  TRUST  FUND 
(INCLUDING  TRANSFER  OF  FUNDS) 

For  necessary  expenses  to  carry  out  leaking  underground  storage  tank  cleanup  ac- 
tivities authorized  by  section  205  of  the  Superfund  Amendments  and  Reauthoriza- 
tion Act  of  1986,  and  for  construction,  alteration,  repair,  rehabilitation,  and  renova- 
tion of  facilities,  not  to  exceed  $75,000  per  project,  $45,827,000,  to  remain  available 
until  expended:  Provided,  That  no  more  than  $7,000,000  shall  be  available  for  ad- 
ministrative expenses:  Provided  further.  That  $500,000  shall  be  transferred  to  the 
Office  of  Inspector  General  appropriation  to  remain  available  until  September  30, 
1996. 

OIL  SPILL  RESPONSE 
(INCLUDING  TRANSFER  OF  FUNDS) 

For  expenses  necessary  to  carry  out  the  Environmental  Protection  Agency's  re- 
sponsibihties  under  the  Oil  Pollution  Act  of  1990,  $15,000,000,  to  be  derived  from 
tne  Oil  Spill  Liability  trust  fund,  and  to  remain  available  until  expended:  Provided, 
That  not  more  than  $8,000,000  of  these  fiinds  shall  be  available  for  administrative 
expenses. 

STATE  AND  TRIBAL  ASSISTANCE  GRANTS 

For  environmental  programs  and  infrastructure  assistance,  including  capitaliza- 
tion grants  for  State  revolving  funds  and  performance  partnership  grants, 
$2,323,000,000,  to  remain  available  until  expended,  of  which  $1,400,000,000  shall 
be  for  making  capitalization  grants  for  State  revolving  funds  to  support  water  infi-a- 
structure  financing;  $100,000,000  for  architectural,  engineering,  design,  construction 
and  related  activities  in  connection  with  the  construction  of  high  priority  water  and 
wastewater  facilities  in  the  area  of  the  United  States-Mexico  Border,  after  consulta- 
tion with  the  appropriate  border  commission;  $50,000,000  for  grants  to  the  State  of 
Texas,  which  shall  be  matched  by  an  equal  amount  of  State  funds  from  State  re- 
sources, for  the  purpose  of  improving  wastewater  treatment  for  colonias; 
$15,000,000  for  grants  to  the  State  of  Alaska,  subject  to  an  appropriate  cost  share 
as  determined  by  the  Administrator,  to  address  wastewater  infrastructure  needs  of 
rural  and  Alaska  Native  villages;  and  $100,000,000  for  making  grants  for  the  con- 
struction of  wastewater  treatment  facilities  and  the  development  of  groundwater  in 
accordance  with  the  terms  and  conditions  specified  for  such  grants  in  the  Con- 
ference Report  accompanying  this  Act  (H.R.  2099):  Provided,  That  beginning  in  fis- 
cal year  1996  and  each  fiscal  year  thereafter,  and  notwithstanding  any  other  provi- 
sion of  law,  the  Administrator  is  authorized  to  make  grants  annually  from  funds  ap- 
propriated under  this  heading,  subject  to  such  terms  and  conditions  as  the  Adminis- 
trator shall  establish,  to  any  State  or  federally  recognized  Indian  tribe  for  multi- 
media or  single  media  pollution  prevention,  control  and  abatement  and  related  envi- 
ronmental activities  at  the  request  of  the  Governor  or  other  appropriate  State  offi- 
cial or  the  tribe:  Provided  further.  That  fi-om  funds  appropriated  under  this  heading, 
the  Administrator  may  make  grants  to  federally  recognized  Indian  governments  for 
the  development  of  multimedia  environmental  programs:  Provided  further,  That  of 
the  $1,400,000,000  for  capitalization  grants  for  State  revolving  funds  to  support 
water  infi-astructure  financing,  $275,000,000  shall  be  for  drinking  water  State  re- 
volving funds,  but  if  no  drinfing  water  State  revolving  fund  legislation  is  enacted 
by  June  1,  1996,  these  funds  shall  immediately  be  available  for  making  capitaliza- 
tion grants  under  title  VI  of  the  Federal  Water  Pollution  Control  Act,  as  amended: 
Provided  further.  That  of  the  funds  made  available  in  Public  Law  103-327  and  in 
Public  Law  103-124  for  capitalization  grants  for  State  revolving  funds  to  support 
water  infrastructure  financing,  $225,000,000  shall  be  made  available  for  capitaliza- 
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tion  grants  for  State  revolving  funds  under  title  VI  of  the  Federal  Water  Pollution 
Control  Act,  as  amended,  if  no  drinking  water  State  revolving  fund  legislation  is  en- 
acted by  June  1,  1996:  Provided  further,  That  of  the  funds  made  available  under 
this  heading  for  capitalization  grants  for  State  Revolving  Funds  under  title  VI  of 
the  Federal  Water  Pollution  Control  Act,  as  amended,  $50,000,000  shall  be  for 
wastewater  treatment  in  impoverished  communities  pursuant  to  section  102(d)  of 
H.R.  961  as  approved  by  the  United  States  House  of  Representatives  on  May  16, 
1995:  Provided  further.  That  of  the  funds  appropriated  in  the  Construction  Grants 
and  Water  Infrastructure/State  Revolving  Funds  accounts  since  the  appropriation 
for  the  fiscal  year  ending  September  30,  1992,  and  hereafter,  for  making  grants  for 
wastewater  treatment  works  construction  projects,  portions  may  be  provided  by  the 
recipients  to  States  for  managing  construction  grant  activities,  on  condition  that  the 
States  agree  to  reimburse  the  recipients  from  State  funding  sources:  Provided  fur- 
ther. That  the  funds  made  available  in  Public  Law  103-327  for  a  grant  to  the  City 
of  Mt.  Arlington,  New  Jersey,  in  accordance  with  House  Report  103-715,  shall  be 
available  for  a  grant  to  that  city  for  water  and  sewer  improvements. 

ADMINISTRATIVE  PROVISIONS 

Sec.  301.  None  of  the  funds  provided  in  this  Act  may  be  used  within  the  Environ- 
mental Protection  Agency  for  any  final  action  by  the  Administrator  or  her  delegate 
for  signing  and  publishing  for  promulgation  of  a  rule  concerning  any  new  standard 
for  radon  in  drirJung  water. 

Sec.  302.  None  of  the  funds  provided  in  this  Act  may  be  used  during  fiscal  year 
1996  to  sign,  promulgate,  implement  or  enforce  the  reqviirement  proposed  as  "Regu- 
lation of  Fuels  and  Fuel  Additives:  Individual  Foreign  Refinery  Baseline  Require- 
ments for  Reformulated  Gasoline"  at  volume  59  of  the  Feder^  Register  at  pages 
22800  through  22814. 

Sec.  303.  None  of  the  funds  appropriated  to  the  Environmental  Protection  Agency 
for  fiscal  year  1996  may  be  used  to  implement  section  404(c)  of  the  Federal  Water 
Pollution  Control  Act,  as  amended.  No  pending  action  by  the  Environmental  Protec- 
tion Agency  to  implement  section  404(c)  with  respect  to  an  individual  permit  shall 
remain  in  effect  after  the  date  of  enactment  of  this  Act. 

Sec.  304.  None  of  the  funds  appropriated  under  this  Act  may  be  used  to  imple- 
ment the  requirements  of  section  186(b)(2),  section  187(b)  or  section  211(m)  of  the 
Clean  Air  Act  (42  U.S.C.  7512(b)(2),  7512a(b),  or  7545(m))  with  respect  to  any  mod- 
erate nonattainment  area  in  which  the  average  daily  winter  temperature  is  below 
0  degrees  Fahrenheit.  The  preceding  sentence  shall  not  be  interpreted  to  preclude 
assistance  fi"om  the  Environmental  Protection  Agency  to  the  State  of  Alaska  to 
make  progress  toward  meeting  the  carbon  monoxide  standard  in  such  areas  and  to 
resolve  remaining  issues  regarding  the  use  of  oxygenated  fuels  in  such  areas. 

Executive  Office  of  the  President 

office  of  science  and  technology  policy 

For  necessary  expenses  of  the  Office  of  Science  and  Technology  Policy,  in  carrying 
out  the  purposes  of  the  National  Science  and  Technology  Policy,  Organization,  and 
Priorities  Act  of  1976  (42  U.S.C.  6601  and  6671),  hire  of  passenger  motor  vehicles, 
services  as  authorized  by  5  U.S.C.  3109,  not  to  exceed  $2,500  for  official  reception 
and  representation  expenses,  and  rental  of  conference  rooms  in  the  District  of  Co- 
lumbia, $4,981,000:  Provided,  That  the  Office  of  Science  and  Technology  Policy  shall 
reimburse  other  agencies  for  not  less  than  one-half  of  the  personnel  compensation 
costs  of  individuals  detailed  to  it. 

COUNCIL  ON  ENVIRONMENTAL  QUALITY  AND  OFFICE  OF  ENVIRONMENTAL  QUALITY 

For  necessary  expenses  to  continue  functions  assigned  to  the  Council  on  Environ- 
mental Quality  and  Office  of  Environmental  Quality  pursuant  to  the  National  Envi- 
ronmental Policy  Act  of  1969,  the  Environmental  Improvement  Act  of  1970  and  Re- 
organization Plan  No.  1  of  1977,  $1,000,000. 

Federal  Emergency  Management  Agency 

DISASTER  relief 

For  necessary  expenses  in  canying  out  the  functions  of  the  Robert  T.  Stafford  Dis- 
aster Relief  and  Emergency  Assistance  Act  (42  U.S.C.  5121  et  seq.),  $222,000,000, 
to  remain  available  until  expended. 
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DISASTER  ASSISTANCE  DIRECT  LOAN  PROGRAM  ACCOUNT 

For  the  cost  of  direct  loans,  $2,155,000,  as  authorized  by  section  319  of  the  Robert 
T.  Stafford  Disaster  Relief  and  Emergency  Assistance  Act  (42  U.S.C.  5121  et  seq.): 
Provided,  That  such  costs,  including  the  cost  of  modifying  such  loans,  shall  be  as 
defined  in  section  502  of  the  Congressional  Budget  Act  of  1974,  as  amended:  Pro- 
vided further,  That  these  funds  are  available  to  subsidize  gross  obligations  for  the 
principal  amount  of  direct  loans  not  to  exceed  $25,000,000. 

In  addition,  for  administrative  expenses  to  carry  out  the  direct  loan  program, 
$95,000. 

SALARIES  AND  EXPENSES 

For  necessary  expenses,  not  otherwise  provided  for,  including  hire  and  purchase 
of  motor  vehicles  (31  U.S.C.  1343);  uniforms,  or  allowances  therefor,  as  authorized 
by  5  U.S.C.  5901-5902;  services  as  authorized  by  5  U.S.C.  3109,  but  at  rates  for 
individuals  not  to  exceed  the  per  diem  rate  equivalent  to  the  rate  for  GS-18;  ex- 
penses of  attendance  of  cooperating  officials  and  individuals  at  meetings  concerned 
with  the  work  of  emergency  preparedness;  transportation  in  connection  with  the 
continuity  of  Government  programs  to  the  same  extent  and  in  the  same  manner  as 
permitted  the  Secretary  of  a  Military  Department  under  10  U.S.C.  2632;  and  not 
to  exceed  $2,500  for  official  reception  and  representation  expenses;  $168,900,000. 

OFFICE  OF  THE  INSPECTOR  GENERAL 

For  necessary  expenses  of  the  Office  of  the  Inspector  General  in  carrying  out  the 
provisions  of  the  Inspector  General  Act  of  1978,  as  amended,  $4,673,000. 

EMERGENCY  MANAGEMENT  PLANNING  AND  ASSISTANCE 

For  necessary  expenses,  not  otherwise  provided  for,  to  carry  out  activities  under 
the  National  Flood  Insurance  Act  of  1968,  as  amended,  and  the  Flood  Disaster  Pro- 
tection Act  of  1973,  as  amended  (42  U.S.C.  4001  et  seq.),  the  Robert  T.  Stafford  Dis- 
aster Relief  and  Emergency  Assistance  Act  (42  U.S.C.  5121  et  seq.),  the  Earthquake 
Hazards  Reduction  Act  of  1977,  as  amended  (42  U.S.C.  7701  et  seq.),  the  Federal 
Fire  Prevention  and  Control  Act  of  1974,  as  amended  (15  U.S.C.  2201  et  seq.),  the 
Defense  Production  Act  of  1950,  as  amended  (50  U.S.C.  App.  2061  et  seq.),  sections 
107  and  303  of  the  National  Security  Act  of  1947,  as  amended  (50  U.S.C  404-405), 
and  Reorganization  Plan  No.  3  of  1978,  $203,044,000. 

EMERGENCY  FOOD  AND  SHELTER  PROGRAM 

There  is  hereby  appropriated  $100,000,000  to  the  Federal  Emergency  Manage- 
ment Agency  to  carry  out  an  emergency  food  and  shelter  program  pursuant  to  title 
III  of  Public  Law  100-77,  as  amended:  Provided,  That  total  administrative  costs 
shall  not  exceed  three  and  one-half  per  centum  of  the  total  appropriation. 

NATIONAL  FLOOD  INSURANCE  FUND 

For  activities  under  the  National  Flood  Insurance  Act  of  1968,  the  Flood  Disaster 
Protection  Act  of  1973,  and  the  National  Flood  Insurance  Reform  Act  of  1994,  not 
to  exceed  $20,562,000  for  salaries  and  expenses  associated  with  flood  mitigation  and 
flood  insurance  operations,  and  not  to  exceed  $70,464,000  for  flood  mitigation,  in- 
cluding up  to  $12,000,000  for  expenses  under  section  1366  of  the  NationaT Flood  In- 
surance Act  of  1968,  as  amended,  which  amount  shall  be  available  until  September 
30,  1997.  In  fiscal  year  1996,  no  funds  in  excess  of  (1)  $47,000,000  for  operating  ex- 
penses, (2)  $292,526,000  for  agents'  commissions  and  taxes,  and  (3)  $3,500,000  for 
interest  on  Treasury  borrowings  shall  be  available  firom  the  National  Flood  Insur- 
ance Fund  without  prior  notice  to  the  (Committees  on  Appropriations. 

ADMINISTRATIVE  PROVISION 

The  Director  of  the  Federal  Emergency  Management  Agency  shall  promulgate 
through  rulemaking  a  methodology  for  assessment  and  collection  of  fees  to  be  as- 
sessed and  collected  beginning  in  fiscal  yeeir  1996  applicable  to  persons  subject  to 
the  Federal  Emergency  Management  Agency's  radiological  emergency  preparedness 
regulations.  The  aggregate  charges  assessed  pursuant  to  this  section  during  fiscal 
year  1996  shall  approximate,  but  not  be  less  than,  100  per  centum  of  the  amounts 
anticipated  by  the  Federal  Emergency  Management  Agency  to  be  obligated  for  its 
radiological  emergency  preparedness  program  for  such  fiscal  year.  The  methodology 
for  assessment  and  collection  of  fees  shall  be  fair  and  equitable,  and  shall  reflect 
the  fiill  amount  of  costs  of  providing  radiological  emergency  planning,  preparedness. 
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response  and  associated  services.  Such  fees  will  be  assessed  in  a  manner  that  re- 
flects the  use  of  agency  resources  for  classes  of  regulated  persons  and  the  adminis- 
trative costs  of  collecting  such  fees.  Fees  received  pursuant  to  this  section  shall  be 
deposited  in  the  general  fund  of  the  Treasury  as  offsetting  receipts.  Assessment  and 
collection  of  such  fees  are  only  authorized  during  fiscal  year  1996. 

General  Services  Administration 

consumer  information  center 

For  necessary  expenses  of  the  Consumer  Information  Center,  including  services 
authorized  by  5  U.S.C.  3109,  $2,061,000,  to  be  deposited  into  the  Consumer  Infor- 
mation Center  Fund:  Provided,  That  the  appropriations,  revenues  and  collections 
deposited  into  the  fund  shall  be  available  for  necessaiy  expenses  of  Consumer  Infor- 
mation Center  activities  in  the  aggregate  amount  of  $7,500,000.  Administrative  ex- 
penses of  the  Consumer  Information  Center  in  fiscal  year  1996  shall  not  exceed 
$2,602,000.  Appropriations,  revenues,  and  collections  accruing  to  this  fund  during 
fiscal  year  1996  in  excess  of  $7,500,000  shall  remain  in  the  fund  and  shall  not  be 
available  for  expenditure  except  as  authorized  in  appropriations  Acts. 

National  Aeronautics  and  Space  Administration 

HUMAN  space  FUGHT 

For  necessary  expenses,  not  otherwise  provided  for,  in  the  conduct  and  support 
of  human  space  flight  research  and  development  activities,  including  research;  de- 
velopment; operations;  services;  maintenance;  construction  of  facilities  including  re- 
pair, rehabilitation,  and  modification  of  real  and  personal  property,  and  acquisition 
or  condemnation  of  real  property,  as  authorized  by  law;  space  flight,  spacecraft  con- 
trol and  communications  activities  including  operations,  production,  and  services; 
and  purchase,  lease,  charter,  maintenance,  and  operation  of  mission  and  adminis- 
trative aircraft;  $5,456,600,000,  to  remain  available  until  September  30,  1997. 

science,  aeronautics  and  technology 

For  necessary  expenses,  not  otherwise  provided  for,  for  the  conduct  and  support 
of  science,  aeronautics,  and  technology  research  and  development  activities,  includ- 
ing research;  development;  operations;  services;  maintenance;  construction  of  facili- 
ties including  repair,  rehabilitation  and  modification  of  real  and  personal  property, 
and  acquisition  or  condemnation  of  real  property,  as  authorized  by  law;  space  flight, 
spacecraft  control  and  communications  activities  including  operations,  production, 
and  services;  and  purchase,  lease,  charter,  maintenance,  and  operation  of  mission 
and  administrative  aircraft;  $5,845,900,000,  to  remain  available  until  September  30, 
1997. 

mission  support 

For  necessary  expenses,  not  otherwise  provided  for,  in  carrying  out  mission  sup- 
port for  human  space  flight  programs  and  science,  aeronautical,  and  technology  pro- 
grams, including  research  operations  and  support;  space  communications  activities 
including  operations,  production,  and  services;  maintenance;  construction  of  facili- 
ties including  repair,  rehabilitation,  and  modification  of  facilities,  minor  construction 
of  new  facilities  and  additions  to  existing  facilities,  facility  planning  and  design,  en- 
vironmental compliance  and  restoration,  and  acquisition  or  condemnation  of  real 
property,  as  authorized  by  law;  program  management;  personnel  and  related  costs, 
including  uniforms  or  allowances  ^erefor,  as  authorized  by  law  (5  U.S.C.  5901- 
5902);  travel  expenses;  purchase,  lease,  charter,  maintenance,  and  operation  of  mis- 
sion and  administrative  aircraft;  not  to  exceed  $35,000  for  official  reception  and  rep- 
resentation expenses;  and  purchase  (not  to  exceed  thirty-three  for  replacement  only) 
and  hire  of  passenger  motor  vehicles;  $2,502,200,000,  to  remain  available  until  Sep- 
tember 30,  1997. 

OFFICE  OF  inspector  GENERAL 

For  necessary  expenses  of  the  Office  of  the  Inspector  General  in  carrying  out  the 
provisions  of  the  Inspector  General  Act  of  1978,  as  amended,  $16,000,000. 
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ADMINISTRATIVE  PROVISIONS 
(INCLUDING  TRANSFER  OF  FUNDS) 

Notwithstanding  the  limitation  on  the  availability  of  funds  appropriated  for 
"Human  space  flight",  "Science,  aeronautics  and  technology",  or  "Mission  support" 
by  this  appropriations  Act,  when  any  activity  has  been  initiated  by  the  incurrence 
of  obligations  for  construction  of  facilities  as  authorized  by  law,  the  amount  avail- 
able for  such  activity  shall  remain  available  until  expended.  This  provision  does  not 
apply  to  the  amounts  appropriated  in  "Mission  support"  pursuant  to  the  authoriza- 
tion for  repair,  rehabilitation  and  modification  of  facilities,  minor  construction  of 
new  facilities  and  additions  to  existing  facilities,  and  facility  planning  and  design. 

Notwithstanding  the  limitation  on  the  availability  of  funds  appropriated  for 
"Human  space  flight",  "Science,  aeronautics  and  technology",  or  "Mission  support" 
by  this  appropriations  Act,  the  amounts  appropriated  for  construction  of  facilities 
shall  remain  available  until  September  30,  1998. 

Notwithstanding  the  limitation  on  the  availability  of  funds  appropriated  for  "Mis- 
sion support"  and  "Office  of  Inspector  General",  amounts  made  available  by  this  Act 
for  personnel  and  related  costs  and  travel  expenses  of  the  National  Aeronautics  and 
Space  Administration  shall  remain  available  until  September  30,  1996  and  may  be 
used  to  enter  into  contracts  for  training,  investigations,  cost  associated  with  person- 
nel relocation,  and  for  other  services,  to  be  provided  during  the  next  fiscal  year. 

The  unexpired  balances  of  prior  appropriations  to  NASA  for  activities  for  which 
fiinds  are  provided  under  this  Act  may  be  transferred  to  the  new  account  estab- 
lished for  the  appropriation  that  provides  funds  for  such  activity  under  this  Act. 
Balances  so  transferred  may  be  merged  with  funds  in  the  newly  established  account 
and  thereafter  may  be  accounted  for  as  one  fund  to  be  available  for  the  same  pur- 
poses and  under  the  same  terms  and  conditions. 

Notwithstanding  any  other  provision  of  law  or  regulation,  the  National  Aero- 
nautics and  Space  Administration  shall  convey,  without  reimbursement,  to  the  State 
of  Mississippi,  all  rights,  title  and  interest  of  the  United  States  in  the  property 
known  as  the  Yellow  Creek  Facility  and  consisting  of  approximately  1,200  acres 
near  the  city  of  luka,  Mississippi,  including  all  improvements  thereon  and  also  in- 
cluding any  personal  property  owned  by  NASA  that  is  currently  located  on-site  and 
which  the  State  of  Mississippi  requires  to  facilitate  the  transfer:  Provided,  That  ap- 
propriated funds  shall  be  used  to  efiect  this  conveyance:  Provided  further,  That 
$10,000,000  in  appropriated  funds  otherwise  available  to  the  National  Aeronautics 
and  Space  Administration  shall  be  transferred  to  the  State  of  Mississippi  to  be  used 
in  the  transition  of  the  facility:  Provided  further,  That  each  Federal  agency  with 
prior  contact  to  the  site  shall  remain  responsible  for  any  and  all  environmental  re- 
mediation made  necessary  as  a  result  of  its  activities  on  the  site:  Provided  further. 
That  in  consideration  of  this  conveyance,  the  National  Aeronautics  and  Space  Ad- 
ministration may  require  such  other  terms  and  conditions  as  the  Administrator 
deems  appropriate  to  protect  the  interests  of  the  United  States:  Provided  further. 
That  the  conveyance  of  the  site  and  the  transfer  of  the  funds  to  the  State  of  Mis- 
sissippi shall  occur  not  later  than  thirty  days  from  the  date  of  enactment  of  this 
Act. 

Upon  the  determination  by  the  Administrator  that  such  action  is  necessary,  the 
Administrator  may,  with  the  approval  of  the  OfBce  of  Management  and  Budget, 
transfer  not  to  exceed  $50,000,000  of  funds  made  available  in  this  Act  to  the  Na- 
tional Aeronautics  and  Space  Administration  between  such  appropriations  or  any 
subdivision  thereof,  to  be  merged  with  and  to  be  available  for  the  same  purposes, 
and  for  the  same  time  period,  as  the  appropriation  to  which  transferred:  Provided, 
That  such  authority  to  transfer  may  not  be  used  unless  for  higher  priority  items, 
based  on  unforeseen  requirements,  than  those  for  which  originally  appropriated: 
Provided  further.  That  the  Administrator  of  the  National  Aeronautics  and  Space  Ad- 
ministration shall  notify  the  Congress  promptly  of  all  transfers  made  pursuant  to 
this  authority. 

NATIONAL  Credit  Union  Administration 

CENTRAL  UQUIDITY  FACILITY 

During  fiscal  year  1996,  gross  obligations  of  the  Central  Liquidity  Facility  for  the 
principal  amount  of  new  direct  loans  to  member  credit  unions  as  authorized  by  the 
National  Credit  Union  Central  Liquidity  Facility  Act  (12  U.S.C.  1795)  shall  not  ex- 
ceed $600,000,000:  Provided,  That  administrative  expenses  of  the  Central  Liquidity 
Facility  in  fiscal  year  1996  shall  not  exceed  $560,000. 


43 

National  Science  Foundation 

research  and  related  activities 

For  necessary  expenses  in  carrying  out  the  purposes  of  the  National  Science  Foun- 
dation Act  of  1950,  as  amended  (42  U.S.C.  1861-1875),  and  the  Act  to  establish  a 
National  Medal  of  Science  (42  U.S.C.  1880-1881);  services  as  authorized  by  5  U.S.C. 
3109;  maintenance  and  operation  of  aircraft  and  purchase  of  flight  services  for  re- 
search support;  acquisition  of  aircraft;  $2,274,000,000,  of  which  not  to  exceed 
$235,000,000  shall  remain  available  until  expended  for  Polar  research  and  oper- 
ations support,  and  for  reimbursement  to  other  Federal  agencies  for  operational  and 
science  support  and  logistical  and  other  related  activities  for  the  United  States  Ant- 
arctic program;  the  balance  to  remain  available  until  September  30,  1997:  Provided, 
That  receipts  for  scientific  support  services  and  materials  furnished  by  the  National 
Research  Centers  and  other  National  Science  Foundation  supported  research  facili- 
ties may  be  credited  to  this  appropriation:  Provided  further.  That  to  the  extent  that 
the  amount  appropriated  is  less  than  the  total  amount  authorized  to  be  appro- 
priated for  included  program  activities,  all  amounts,  including  floors  and  ceilings, 
specified  in  the  authorizing  Act  for  those  program  activities  or  their  subactivities 
shall  be  reduced  proportionally. 

MAJOR  RESEARCH  EQUIPMENT 

For  necessary  expenses  in  carrying  out  major  construction  projects,  and  related 
expenses,  pursuant  to  the  purposes  of  the  National  Science  Foundation  Act  of  1950, 
as  amended  (42  U.S.C.  1861-1875),  $70,000,000,  to  remain  available  until  expended. 

ACADEMIC  RESEARCH  INFRASTRUCTURE 

For  necessary  expenses  in  carrying  out  an  academic  research  infrastructure  pro- 
gram pursuant  to  the  purposes  of  the  National  Science  Foundation  Act  of  1950,  as 
amended  (42  U.S.C.  1861-1875),  including  services  as  authorized  by  5  U.S.C.  3109 
and  rental  of  conference  rooms  in  the  District  of  Columbia,  $100,000,000,  to  remain 
available  until  September  30,  1997. 

EDUCATION  AND  HUMAN  RESOURCES 

For  necessary  expenses  in  carrying  out  science  and  engineering  education  and 
human  resources  programs  and  activities  pursuant  to  the  purposes  of  the  National 
Science  Foundation  Act  of  1950,  as  amended  (42  U.S.C.  1861-1875),  including  serv- 
ices as  authorized  by  5  U.S.C.  3109  and  rental  of  conference  rooms  in  the  District 
of  Columbia,  $599,000,000,  to  remain  available  until  September  30,  1997:  Provided, 
That  to  the  extent  that  the  amount  of  this  appropriation  is  less  than  the  total 
amount  authorized  to  be  appropriated  for  included  program  activities,  all  amounts, 
including  floors  and  ceilings,  specified  in  the  authorizing  Act  for  those  program  ac- 
tivities or  their  subactivities  shall  be  reduced  proportionally. 

SALARIES  AND  EXPENSES 

For  necessary  salaries  and  expenses  in  carrying  out  the  purposes  of  the  National 
Science  Foundation  Act  of  1950,  as  amended  (42  U.S.C.  1861-1875);  services  author- 
ized by  5  U.S.C.  3109;  hire  of  passenger  motor  vehicles;  not  to  exceed  $9,000  for 
ofBcial  reception  and  representation  expenses;  uniforms  or  allowances  therefor,  as 
authorized  by  law  (5  U.S.C.  5901-5902);  rental  of  conference  rooms  in  the  District 
of  Columbia;  reimbursement  of  the  General  Services  Administration  for  security 
guard  services;  $127,310,000:  Provided,  That  contracts  may  be  entered  into  under 
salaries  and  expenses  in  fiscal  year  1996  for  maintenance  and  operation  of  facilities, 
and  for  other  services,  to  be  provided  during  the  next  fiscal  year. 

OFFICE  OF  INSPECTOR  GENERAL 

For  necessary  expenses  of  the  OfBce  of  Inspector  General  in  carrying  out  the  pro- 
visions of  the  Inspector  General  Act  of  1978,  as  amended,  $4,490,000,  to  remain 
available  until  September  30,  1997. 

NATIONAL  SCIENCE  FOUNDATION  HEADQUARTERS  RELOCATION 

For  necessary  support  of  the  relocation  of  the  National  Science  Foundation, 
$5,200,000:  Provided,  That  these  funds  shall  be  used  to  reimburse  the  General  Serv- 
ices Administration  for  services  and  related  acquisitions  in  support  of  relocating  the 
National  Science  Foundation. 
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Neighborhood  Reinvestment  Corporation 

PAYMENT  to  THE  NEIGHBORHOOD  REINVESTMENT  CORPORATION 

For  payment  to  the  Neighborhood  Reinvestment  Corporation  for  use  in  neighbor- 
hood reinvestment  activities,  as  authorized  by  the  Neighborhood  Reinvestment  Cor- 
poration Act  (42  U.S.C.  8101-8107),  $38,667,000. 

Selective  Service  System 

salaries  and  expenses 

For  necessary  expenses  of  the  Selective  Service  System,  including  expenses  of  at- 
tendance at  meetings  and  of  training  for  uniformed  personnel  assigned  to  the  Selec- 
tive Service  System,  as  authorized  by  law  (5  U.S.C.  4101-4118)  for  civilian  employ- 
ees; and  not  to  exceed  $1,000  for  ofGcial  reception  and  representation  expenses; 
$22,930,000:  Provided,  That  during  the  current  fiscal  year,  the  President  may  ex- 
empt this  appropriation  from  the  provisions  of  31  U.S.C.  1341,  whenever  he  deems 
sucn  action  to  be  necessary  in  the  interest  of  national  defense:  Provided  further. 
That  none  of  the  funds  appropriated  by  the  Act  may  be  expended  for  or  in  connec- 
tion with  the  induction  of  any  person  into  the  Armed  Forces  of  the  United  States. 

TITLE  rV 

CORPORATIONS 

Corporations  and  agencies  of  the  Department  of  Housing  and  Urban  Development 
which  are  subject  to  the  Government  Corporation  Control  Act,  as  amended,  are 
hereby  authorized  to  make  such  expenditures,  within  the  Umits  of  funds  and  bor- 
rowing authority  available  to  each  such  corporation  or  agency  and  in  accord  with 
law,  and  to  make  such  contracts  and  commitments  without  regard  to  fiscal  year  lim- 
itations as  provided  by  section  104  of  the  Act  as  may  be  necessary  in  carrying  out 
the  pro-ams  set  forth  in  the  budget  for  1996  for  such  corporation  or  agency  except 
as  hereinafter  provided:  Provided,  That  collections  of  these  corporations  and  agen- 
cies may  be  used  for  new  loan  or  mortgage  purchase  commitments  only  to  the  extent 
expressly  provided  for  in  this  Act  (umess  such  loans  are  in  support  of  other  forms 
of  assistance  provided  for  in  this  or  prior  appropriations  Acts),  except  that  this  pro- 
viso shall  not  apply  to  the  mortgage  insurance  or  guaranty  operations  of  these  cor- 
porations, or  where  loans  or  mortgage  purchases  are  necessary  to  protect  the  finan- 
cial interest  of  the  United  States  Government. 

Resolution  Trust  Corporation 

OFFICE  OF  inspector  GENERAL 

For  necessary  expenses  of  the  Office  of  Inspector  General  in  carrjring  out  the  pro- 
visions of  the  Inspector  General  Act  of  1978,  as  amended,  $11,400,000. 

TITLE  V 

GENERAL  PROVISIONS 

Sec.  501.  Where  appropriations  in  titles  I,  II,  and  III  of  this  Act  are  expendable 
for  travel  expenses  and  no  specific  limitation  has  been  placed  thereon,  the  expendi- 
tures for  such  travel  expenses  may  not  exceed  the  amounts  set  forth  therefor  in  the 
budget  estimates  submitted  for  the  appropriations:  Provided,  That  this  section  shall 
not  apply  to  travel  performed  by  uncompensated  officials  of  local  boards  and  appeal 
boards  of  the  Selective  Service  System;  to  travel  performed  directly  in  connection 
with  care  and  treatment  of  medical  beneficiaries  of  the  Department  of  Veterans  Af- 
fairs; to  travel  performed  in  connection  with  major  disasters  or  emergencies  declared 
or  determined  by  the  President  under  the  provisions  of  the  Robert  T.  Stafford  Disas- 
ter Relief  and  Emergency  Assistance  Act;  to  travel  performed  by  the  Offices  of  In- 
spector General  in  connection  with  audits  and  investigations;  or  to  payments  to 
interagency  motor  pools  where  separately  set  forth  in  the  budget  schedules:  Pro- 
vided further,  That  if  appropriations  in  titles  I,  II,  and  III  exceed  the  amounts  set 
forth  in  budget  estimates  initially  submitted  for  such  appropriations,  the  expendi- 
tures for  travel  may  correspondingly  exceed  the  amounts  therefor  set  forth  in  the 
estimates  in  the  same  proportion. 

Sec.  502.  Appropriations  and  funds  available  for  the  administrative  expenses  of 
the  Department  of  Housing  and  Urban  Development  and  the  Selective  Service  Sys- 
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tern  shall  be  available  in  the  current  fiscal  year  for  purchase  of  uniforms,  or  allow- 
ances therefor,  as  authorized  by  law  (5  U.S.C.  5901-5902);  hire  of  passenger  motor 
vehicles;  and  services  as  authorized  by  5  U.S.C.  3109. 

Sec.  503.  Funds  of  the  Department  of  Housing  and  Urban  Development  subject 
to  the  Government  Corporation  Control  Act  or  section  402  of  the  Housing  Act  of 
1950  shall  be  available,  without  regard  to  the  limitations  on  administrative  ex- 
penses, for  legal  services  on  a  contract  or  fee  basis,  and  for  utilizing  and  making 
payment  for  services  and  facilities  of  Federal  National  Mortgage  Association,  Gov- 
ernment National  Mortgage  Association,  Federal  Home  Loan  Mortgage  Corporation, 
Federal  Financing  Bank,  Resolution  Trust  Corporation,  Federal  Reserve  banks  or 
any  member  thereof.  Federal  Home  Loan  banks,  and  any  insured  bank  within  the 
meaning  of  the  Federal  Deposit  Insurance  Corporation  Act,  as  amended  (12  U.S.C. 
1811-1831). 

Sec.  504.  No  part  of  any  appropriation  contained  in  this  Act  shall  remain  avail- 
able for  obligation  beyond  the  current  fiscal  year  unless  expressly  so  provided  here- 
in. 

Sec.  505.  No  funds  appropriated  by  this  Act  may  be  expended — 

(1)  pursuant  to  a  certification  of  an  officer  or  employee  of  the  United  States 
unless — 

(A)  such  certification  is  accompanied  by,  or  is  part  of,  a  voucher  or  ab- 
stract which  describes  the  payee  or  payees  and  the  items  or  services  for 
which  such  expenditure  is  being  made,  or 

(B)  the  expenditure  of  funds  pursuant  to  such  certification,  and  without 
such  a  voucher  or  abstract,  is  specifically  authorized  by  law;  and 

(2)  unless  such  expenditure  is  subject  to  audit  by  the  General  Accounting 
Office  or  is  specifically  exempt  bv  law  from  such  audit. 

Sec.  506.  None  of  the  funds  provided  in  this  Act  to  any  department  or  agency  may 
be  expended  for  the  transportation  of  any  officer  or  employee  of  such  department 
or  agency  between  his  domicile  and  his  place  of  emplojnnent,  with  the  exception  of 
any  officer  or  employee  authorized  such  transportation  under  title  31,  United  States 
Code,  section  1344. 

Sec.  507.  None  of  the  funds  provided  in  this  Act  may  be  used  for  payment, 
through  grants  or  contracts,  to  recipients  that  do  not  share  in  tiie  cost  of  conducting 
research  resulting  from  proposals  not  specifically  solicited  by  the  Government:  Pro- 
vided, That  the  extent  of  cost  sharing  by  the  recipient  shall  reflect  the  mutuality 
of  interest  of  the  grantee  or  contractor  and  the  Government  in  the  research. 

Sec.  508.  None  of  the  funds  provided  in  tiiis  Act  may  be  used,  directly  or  through 
grants,  to  pay  or  to  provide  reimbursement  for  payment  of  the  salary  of  a  consultant 
(whether  retained  by  the  Federal  Government  or  a  grantee)  at  more  than  the  daily 
equivalent  of  the  rate  paid  for  Level  IV  of  the  Executive  Schedule,  unless  specifi- 
cally authorized  by  law. 

Sec.  509.  None  of  the  funds  in  this  Act  shall  be  used  to  pay  the  expenses  of,  or 
otherwise  compensate,  non-Federal  parties  intervening  in  regulatory  or  adjudicatory 
proceedings.  Nothing  herein  affects  the  authority  of  the  Consumer  Product  Safety 
Commission  pursuant  to  section  7  of  the  Consumer  Product  Safety  Act  (15  U.S.C. 
2056  et  seq.). 

Sec.  510.  Except  as  otherwise  provided  under  existing  law  or  under  an  existing 
Executive  order  issued  pursuant  to  an  existing  law,  the  obligation  or  expenditure 
of  any  appropriation  under  this  Act  for  contracts  for  any  consulting  service  shall  be 
limited  to  contracts  which  are  (1)  a  matter  of  public  record  and  available  for  public 
inspection,  and  (2)  thereafter  included  in  a  publicly  available  list  of  all  contracts  en- 
tered into  within  twenty-four  months  prior  to  the  date  on  which  the  list  is  made 
available  to  the  public  and  of  all  contracts  on  which  performance  has  not  been  com- 
pleted by  such  date.  The  list  required  by  the  preceding  sentence  shall  be  updated 
quarterly  and  shall  include  a  narrative  description  of  the  work  to  be  performed 
under  each  such  contract. 

Sec.  511.  Except  as  otherwise  provided  by  law,  no  part  of  any  appropriation  con- 
tained in  this  Act  shall  be  obligated  or  expended  by  any  executive  agency,  as  re- 
ferred to  in  the  Office  of  Federal  Procurement  Policy  Act  (41  U.S.C.  401  et  seq.)  for 
a  contract  for  services  unless  such  executive  agency  (1)  has  awarded  and  entered 
into  such  contract  in  fiill  compliance  with  such  Act  and  the  regulations  promulgated 
thereunder,  and  (2)  requires  any  report  prepared  pursuant  to  such  contract,  includ- 
ing plans,  evaluations,  studies,  analyses  and  manuals,  and  any  report  prepared  by 
the  agency  which  is  substantisdly  derived  from  or  substantially  includes  any  report 
prepared  pursuant  to  such  contract,  to  contain  information  concerning  (A)  the  con- 
tract pursuant  to  which  the  report  was  prepared,  and  (B)  the  contractor  who  pre- 
pared the  report  pursuant  to  such  contract. 
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Sec.  512.  Except  as  otherwise  provided  in  section  506,  none  of  the  funds  provided 
in  this  Act  to  any  department  or  agency  shall  be  obUgated  or  expended  to  provide 
a  personal  cook,  chauffeur,  or  other  personal  servants  to  any  officer  or  employee  of 
such  department  or  agency. 

Sec.  513.  None  of  the  funds  provided  in  this  Act  to  any  department  or  agency 
shall  be  obligated  or  expended  to  procure  passenger  automobiles  as  defined  in  15 
U.S.C.  2001  with  an  EPA  estimated  miles  per  gallon  average  of  less  than  22  miles 
per  gallon. 

Sec.  514.  Such  sums  as  may  be  necessary  for  fiscal  year  1996  pay  raises  for  pro- 
grams funded  by  this  Act  shall  be  absorbed  within  the  levels  appropriated  in  this 
Act. 

Sec.  515.  None  of  the  funds  appropriated  in  title  I  of  this  Act  shall  be  used  to 
enter  into  any  new  lease  of  real  property  if  the  estimated  annual  rental  is  more 
than  $300,000  unless  the  Secretary  submits,  in  writing,  a  report  to  the  Committees 
on  Appropriations  of  the  Congress  and  a  period  of  30  days  has  expired  following  the 
date  on  which  the  report  is  received  by  the  Committees  on  Appropriations. 

Sec.  516.  (a)  Purchase  of  American-Made  Equipment  and  Products. — It  is  the 
sense  of  the  Congress  that,  to  the  greatest  extent  practicable,  all  equipment  and 
products  purchased  with  funds  made  available  in  this  Act  should  be  American- 
made. 

(b)  Notice  Requirement. — In  providing  financial  assistance  to,  or  entering  into 
any  contract  with,  any  entity  using  funds  made  available  in  this  Act,  the  head  of 
each  Federal  agency,  to  the  greatest  extent  practicable,  shall  provide  to  such  entity 
a  notice  describing  the  statement  made  in  subsection  (a)  by  the  Congress. 

Sec.  517.  None  of  the  funds  appropriated  in  this  Act  may  be  used  to  implement 
any  cap  on  reimbursements  to  grantees  for  indirect  costs,  except  as  published  in  Of- 
fice of  Management  and  Budget  Circular  A-21. 

Sec.  518.  None  of  the  funds  made  available  in  this  Act  may  be  used  for  any  pro- 
gram, project,  or  activity,  when  it  is  made  known  to  the  Federal  entity  or  official 
to  which  the  funds  are  made  available  that  the  program,  project,  or  activity  is  not 
in  compliance  with  any  Federal  law  relating  to  risk  assessment,  the  protection  of 
private  property  rights,  or  unfunded  mandates. 

Sec.  519.  In  fiscal  year  1996,  the  Director  of  the  Federal  Emergency  Management 
Agency  shall  sell  the  disaster  housing  inventory  of  mobile  homes  and  trailers,  and 
the  proceeds  thereof  shall  be  deposited  in  the  Treasury. 

Sec.  520.  Such  funds  as  may  be  necessary  to  carry  out  the  orderly  termination 
of  the  Office  of  Consumer  Affairs  shall  be  made  available  from  funds  appropriated 
to  the  Department  of  Health  and  Human  Services  for  fiscal  year  1996. 

This  Act  may  be  cited  as  the  "Departments  of  Veterans  Affairs  and  Housing  and 
Urban  Development,  and  Independent  Agencies  Appropriations  Act,  1996". 

Newt  Gingrich, 

Speaker  of  the  House  of  Representatives. 

Strom  Thurmond, 

President  of  the  Senate  pro  tempore. 

[Endorsement  on  back  of  bill:] 

I  certify  that  this  Act  originated  in  the  House  of  Representatives. 

Robin  H.  Carle,  Clerk. 

Senator  Mikulski.  Like  you,  I  agree  we  cannot  govern  by  shut- 
down. As  the  Senator  from  Maryland,  there  are  over  200,000  Fed- 
eral employees  in  this  State  and  we  represent  flagship  agencies, 
from  the  National  Institutes  of  Health  trying  to  find  the  cure  for 
Alzheimer's  and  Parkinson's  and  AIDS  and  cancer  to  the  FDA,  to 
the  National  Bureau  of  Standards  and  NASA-Goddard,  and  many 
others  that  I  could  talk  about,  and  in  Maryland  we  have  been  bat- 
tered by  the  snow  and  we  have  been  battered  by  the  budget,  and 
we  are  weary  of  it  all. 

Like  you,  during  the  shutdown  I  visited  key  Federal  agencies, 
and  two  that  I  visited  were,  (1)  the  Veterans  Administration,  the 
marvelous  hospital  that  was  funded  through  this  committee,  and 
talked  with  doctors,  nurses,  lab  technicians,  and  janitorial  staff 
who  are  deemed  essential~services  who  were  not  getting  paid.  They 
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were  out  there  making  sure  that  veterans  got  the  health  care  they 
needed,  but  were  not  getting  paid. 

Over  at  NASA-Goddard  in  Maryland,  while  they  scanned  the 
universe  we  had  contractors  who  were  not  being  paid,  and  now 
with  the  flooding  that  has  occurred  throughout  the  east  coast  and 
in  my  own  State  facing  great  devastation  in  neighborhoods,  FEMA 
was  on  the  job  working  with  Grovemor  Glendening,  the  National 
Guard,  and  emergency  management  to  protect  citizens  and  to  pro- 
tect property,  and  at  the  same  time  they  were  doing  that,  they 
were  working  on  the  shutdown  standard. 

So  we,  I  think,  have  to  say  hat's  off  to  the  Federal  employees 
who  were  deemed  essential,  performed  that,  and  yet  I  think  every 
Federal  employee  in  our  appropriations  is  essential,  and  I  hope 
that  from  henceforth  we  do  not  govern  by  shutdown. 

I  want  to  commend  you  for  holding  these  hearings,  and  I,  too, 
like  you,  am  sorry  that  our  bill  was  not  signed  in  law.  It  will  be 
very  useful  to  have  a  conversation  today  on  the  severe  negative  im- 
pact that  the  shutdown  did  have  on  the  environment,  on  housing, 
but  we  also  know  it  had  on  veterans,  on  National  Service,  where 
young  people  are  trying  to  earn  a  voucher  to  reduce  their  student 
debt,  and  so  on. 

HUD  particularly  has  been  hard  hit  this  year.  When  we  did  the 
rescission  bill,  it  was  really  HUD  that  funded  Federal  emergency 
management  disaster  from  around  the  country.  HUD  was  hit  very 
early  at  the  beginning  of  the  year. 

Secretary  Cisneros,  we  thank  you  for  working  with  us  on  those 
management  changes.  We  are  very  concerned  about  HUD,  its  level 
of  funding,  and  what  we  need  to  do.  As  I  understand,  it  has  been 
cut  right  now  by  over  $1  billion,  but  it  had  been  cut  $4  billion  in 
March,  so  when  we  look  at  the  cumulative  and  synergistic  effects 
on  HUD,  I  think  it  has  a  severe  impact  on  the  mission  of  HUD  in 
which  we  hope  to  help  the  poor  help  themselves  and  move  to  home 
ownership. 

There  are  issues  related  to  veterans'  health  care,  EPA  cut  by  22 
percent  in  reductions  in  enforcement  for  environmental  and  air  pol- 
lution standards,  funds  going  to  the  States  for  waste  treatment, 
and  other  issues  that  I  know  we  will  talk  about  in  terms  of  the  en- 
vironment. 

Mr.  Chairman,  like  you,  I  am  going  to  work  for  a  balanced  budg- 
et. This  budget  impasse  disrupted  the  lives  of  Federal  employees, 
whether  it  was  a  vet  who  needed  medical  treatment,  a  senior  who 
needed  affordable  housing,  or  a  small  business  owner  who  needed 
an  environmental  permit  but  could  not  get  it  because  we  were  shut 
down.  During  the  furlough,  furloughed  employees  could  not  issue 
those  permits,  conduct  inspections,  or  enforce  these  laws. 

So  this  is  the  climate  in  which  we  find  ourselves  in  today,  but 
one  thing  that  remains  unchanged  is  our  tradition  of  working  to- 
gether, and  I  hope  that  under  your  leadership — and  working  with 
your  leadership,  I  think  we  fought  hard  to  make  improvements  in 
the  fiscal  1996  bill.  We  repaired  much  of  the  extreme  measures 
proposed  in  the  House,  and  you  should  be  saluted  for  that.  We  pro- 
tected many  of  those  improvements  through  the  two  conferences, 
and  so  I  want  to  thank  you  for  the  leadership  you  provided. 


48 

I  think  we  were  dealt  a  difficult  deal.  We  were  given  a  skimpy 
allocation.  We  tried  to  do  the  best  that  we  could.  Then  having  said 
that,  we  were  then — we  took  a  bill  to  the  floor,  faced  a  conference, 
did  a  veto,  and  then  I  think  you  and  I  got  caught  up  in  the  Presi- 
dential politics  of  both  parties  and  now  we  have  to  look  at  the  con- 
sequences of  that,  see  where  we  need  to  do  mending,  and  I  would 
hope  that  this  is  the  last  continuing  funding  resolution  we  have  to 
pass,  and  that  we  pass  the  1996  conference  level,  or  if  given  the 
opportunity,  offer  the  amendment  that  you  had  wanted  to  do  in  the 
first  place. 

Senator  BOND.  Thank  you  very  much.  Senator  Mikulski. 

Actually,  before  I  call  on  Secretary  Cisneros,  I  understand,  Mr. 
Secretary,  that  you  are  going  to  be  losing  the  services  of  Herb 
Persil,  a  budget  officer  who  is  going  to  be  retiring  at  the  end  of 
next  week.  Despite  his  long  years  of  service,  I  am  afraid  he  just 
cannot  enjoy  any  more  of  the  current  budget  crisis.  We  appreciate 
his  distinguished  service  to  the  Department  and  to  the  Nation.  I 
sympathize  with  the  difficulty  of  your  job.  It  must  be  particularly 
exciting  this  year,  and  I  offer  our  hearty  congratulations  on  his  es- 
cape. 

So  with  that,  Mr.  Secretary. 

STATEME^^^  of  henry  g.  cisneros 

Secretary  Cisneros.  Thank  you  very  much,  Mr.  Chairman.  We 
are  going  to  miss  Herb  a  great  deal.  He  has  done  a  wonderful  pub- 
lic service. 

I  appreciate  the  opportunity  to  be  before  you.  You  and  Senator 
Mikulski  and  the  members  of  this  subcommittee  have  given  us  the 
opportunity  to  discuss  the  impact  of  the  uncertain  1996  funding  en- 
vironment on  HUD's  operations  and  customers.  I,  too,  want  to 
thank  both  of  you,  as  you  have  spoken  so  fondly  of  each  other,  for 
extending  an  open  door  to  those  of  us  in  the  Department  so  that 
we  can  discuss  critical  questions. 

We  have  differences  on  issues  related  to  ranges  of  funding  or 
even  program  questions,  but  you  have  always  accorded  us  the  op- 
portunity to  present  our  case  to  you  and  to  your  able  staffs,  and 
this  relationship  has  been  professional  and  productive,  and  I  must 
say,  I  want  to  thank  the  chairman  for  what  I  have  deemed  to  be 
a  personal  attitude — perhaps  it  stems  from  his  years  as  a  Grov- 
emor,  or  just  personal  temperament  of  trying  to  be  a  good  public 
servant,  but  he  has  always  been  a  problem  solver,  and  even  when 
things  have  sort  of  gotten  down  to  ideological  battles  in  the  larger 
set  of  forces,  he  has  constantly  focused  on  trjdng  to  solve  the  prob- 
lem before  us  and  keep  good  programs  going,  and  for  that,  I  am 
grateful. 

Senator  Mikulski,  thank  you  for  your  advice  and  counsel  both  in 
the  years  that  you  were  chairman  as  well  as  now,  as  we  deal  with 
both  national  programs  as  well  as  the  specific  circumstances  of 
Maryland  and,  this  year,  of  Baltimore. 

You  and  I  have  discussed  repeatedly  the  administration's  posi- 
tion on  H.R.  2099,  the  VA-HUD  appropriations  bill.  On  the  one 
hand,  there  are  many  provisions  in  the  bill  that  we  have  worked 
on  together  and  that  represent  positive  reforms  needed  in  Ameri- 
ca's housing  programs,  yet  the  bill  also  contains  funding  reductions 
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as  well  as  harmful  riders  which  have  been  unacceptable  to  the  ad- 
ministration and,  as  you  have  stated,  led  to  the  President's  veto 
last  month.  The  bill,  for  example,  cuts  EPA  funding  deeply,  elimi- 
nates key  administration  initiatives  like  National  Service  and  com- 
munity development  financial  institutions. 

In  the  HUD  area,  the  bill  would  cut  funding  for  important  ad- 
ministration priorities.  Funding  for  the  severely  distressed  public 
housing  program,  which  is  helping  public  housing  authorities  tear 
down  the  worst  public  housing  projects  and  replace  them  with 
smaller  scale,  livable  townhouse  developments,  is  reduced  from 
$500  million  in  fiscal  year  1995  to  $280  million  in  fiscal  year  1996. 

The  funding  reduction  hampers  the  ability  of  public  housing  au- 
thorities to  carry  forward  with  these  revitaJization  efforts  and,  as 
you  know,  we  have  worked  in  both  of  your  States,  St.  Louis,  and 
in  Baltimore,  with  this  important  program. 

Funding  for  another,  the  economic  development  initiative,  would 
be  cut,  in  fact,  in  this  case,  eliminated.  Many  mayors  believe  that 
this  is  the  last  most  useful  tool  for  creating  jobs  and  leveraging  pri- 
vate sector  investment  in  the  cities.  There  really  is  nothing  left 
that  even  resembles  the  UDAG  Program  of  the  1970's  that  did  so 
much  good  across  the  country  but  this  program  and,  unfortunately, 
in  this  appropriations  bill,  it  is  reduced  from  $350  million  to  zero 
in  fiscal  year  1996. 

We  have  used  it  in  conjunction  with  the  section  108  loan  guaran- 
tees to  build  food  markets,  retsiil  and  manufacturing  centers,  start 
up  loans  for  disadvantaged  entrepreneurs,  jobs  so  badly  needed  in 
our  central  cities,  and  but  for  this  and  a  few  programs  at  EDA, 
there  really  is  little  discretionary  left  that  the  mayors  and  local  of- 
ficials can  use  for  job  creation. 

Third,  funding  for  incremental  housing  certificates,  which  re- 
mains the  principal  tool  for  addressing  the  unmet  worsening  hous- 
ing needs  for  low-income  families  have  been  largely  eliminated.  We 
had  lengthy  discussions.  Senator.  I  know  of  your  concerns  about 
the  cumulative  effects  of  renewals  of  section  8.  You  are  correct  to 
be  concerned  about  that.  It  is  a  very  serious  problem  in  any  event, 
more  serious  when  budget  caps  are  placed  on  the  Department  so 
that  the  renewal  effect  has  the  effect  of  crowding  out  other  urban 
programs. 

So  we  join  you  in  wanting  to  find  solutions,  but  eliminating  as 
this  bill  does  incremental  certificates  is  a  dramatic  difference  from 
what  the  circumstances  out  in  the  country  require. 

The  bill  also  contains  some  riders  that  are  troublesome,  particu- 
larly the  transfer  of  HUD's  fair  housing  responsibilities  to  the  De- 
partment of  Justice  and  the  elimination  of  Federal  preferences  in 
the  section  8  program. 

Many  groups  as  diverse  as  the  National  Fair  Housing  Alliance 
and  the  National  Association  of  Realtors  have  expressed  their  oppo- 
sition to  the  transfer  of  fair  housing  operation  to  the  Justice  De- 
partment. 

What  HUD  does  is  more  than  enforce — conciliation,  mediation, 
outreach,  education,  which  the  Justice  Department  has  indicated  it 
could  not  and  would  not  do.  This  would  be  a  blow,  in  our  opinion, 
to  the  efforts  of  fair  housing  across  the  country. 
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Eliminating  preference  in  the  section  8  program  could  result  in 
converting  a  program  that  has  been  very  targeted  on  low-income 
families  with  the  worst  housing  needs  into  one  that  would  serve 
moderate-income  families  somewhat  up  the  scale  with  less  need  for 
the  assistance. 

There  are  problems  in  the  section  8  program,  and  in  our  continu- 
ing reinvention  effort  we  seek  to  address  them,  problems  of  con- 
centration in  neighborhoods,  mismanagement  of  the  program  so 
that  we  are  not  counseling  families  enough,  problems  with  land- 
lords who  are  abusive,  and  so  forth,  but  this  is  not  the  way  to  fix 
it.  When  we  have  premium  dollars,  scarce  dollars,  running  the  eli- 
gibility up  the  scale  so  we  have  less  money  for  the  really  poor  is, 
in  our  judgment,  not  the  way  to  use  those  scarce  dollars. 

Well,  I  believe  these  differences  in  funding  and  in  policy  can  be 
resolved.  As  you  said  earlier,  in  the  spirit  of  compromise  we  are 
willing  to  go  a  substantial  way  down  the  road,  as  we  have,  to  work 
with  you  in  resolving  these  in  the  weeks  ahead. 

As  I  have  said  before,  this  bill  contains  many  positive  provisions 
for  HUD.  I  have  made  this  point  both  within  the  administration 
and  in  the  country  at  large.  You  have  done  a  true  public  service 
in  the  reforms  in  public  housing,  in  low-income  housing  preserva- 
tion, in  multifamily  restructuring,  in  property  disposition,  in  sec- 
tion 202,  and  in  other  areas  of  moving  forward  far-reaching  re- 
forms. 

The  reforms  in  this  appropriations  bill  are  equivalent  to  what 
most  housing  bills  on  the  authorizing  side  have  had  in  previous 
years  in  their  far-reaching  impact. 

Let  me  be  specific.  Your  legislation  adopts  and  refines  many  ele- 
ments of  HUD's  proposal  to  transform  public  housing.  It  would 
alter  the  basic  dynamic  of  public  housing  by  letting  public  housing 
authorities  favor  the  admission  of  working  families  and  changing 
current  rent  rules  to  encourage  working  families  to  remain  in  and 
move  to  good  public  housing. 

Every  property  manager  in  America,  public  or  private,  tells  me 
the  same  thing.  The  basic  ingredient  for  a  workable  development 
is  a  mix  of  incomes.  Therefore,  we  need  to  make  it  possible  for  peo- 
ple at  somewhat  higher  ranges  of  income  to  come  into  public  hous- 
ing, and  we  need  to  make  it  possible  for  people,  once  they  start  to 
work,  to  be  rewarded  with  improvements  in  their  housing  quality, 
and  certainly  not  to  have  penalties  for  work.  You  have  understood 
that,  and  given  housing  authorities  the  tools  to  do  this. 

It  would  help  transform — ^your  bill — the  physical  landscape  of 
public  housing  by  repealing  the  rules  requiring  one-for-one  replace- 
ment of  demolished  units,  thereby  giving  local  agencies  the  flexibil- 
ity to  use  modernization  funds  to  replace  demolished  projects. 

Again,  since  my  arrival  on  this  job,  public  housing  officials  have 
discussed  the  straitjacket  of  the  one-for-one  replacement  rule  as  it 
has  existed.  This  is  a  breakthrough,  a  big  breakthrough.  It  would 
help  impose  market  discipline  in  public  housing  by  requiring  public 
housing  authorities  to  convert  their  most  distressed  stock  to  vouch- 
ers and  empower  HUD  to  order  the  demolition  of  nonviable  devel- 
opments. 

We  know  that  they  exist  in  communities  across  the  country.  We 
are  now  working  on  Vaughn  in  St.  Louis,  Lexington  and  Lafayette 
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in  Baltimore,  and  the  physical  skyline  of  those  cities,  the  physical 
fabric  of  those  neighborhoods  is  going  to  be  changed,  and  people's 
lives  are  going  to  be  touched  in  immensely  positive  ways.  This  bill 
makes  the  acceleration  of  those  efforts  possible. 

These  provisions  are  needed  to  help  public  housing  authorities 
survive  in  a  fiscal  year  when  operating  subsidies  have  been  cut  and 
capital  funds  have  been  cut.  The  policy  flexibility  implicit  in  this 
appropriations  bill  is  all  the  more  necessary  when  we  face  the  in- 
evitability of  funding  cuts,  which  we  in  the  administration  ac- 
knowledge are  necessary.  After  all,  the  President  signed  the  rescis- 
sions bill  that,  as  you  say,  included  dramatic  cuts  in  HUD. 

There  is  a  bipartisan  consensus  that  we  have  to  get  control  on 
money  issues.  When  we  do  that,  however,  we  also  have  to  face  up 
to  the  reality  and  responsibility,  as  you  have,  that  the  housing  au- 
thorities cannot  have  both  cuts  and  the  old  straitjackets.  The 
changes  in  policy  are  essential  in  a  time  when  the  budget  is  cut. 

Your  legislation  also  takes  the  first  steps  to  bring  the  project- 
based  section  8  inventory  under  control.  It  is  now  clear  that  the  ec- 
onomics of  providing  project-based  section  8  rental  assistance  have 
become  untenable.  Certain  new  properties  received  more  Federal 
assistance  than  necessary  to  maintain  them  as  decent,  affordable 
housing,  thus  draining  scarce  tax  dollars. 

It  is  not  unususd  to  find  rents  at  section  8  properties  far  above 
local  market  rents.  Across  the  street  from  a  comparable  building 
the  one  on  Federal  subsidy  will  have  higher  rents.  Other  develop- 
ments have  fallen  into  serious  disrepair,  causing  problems  for 
neighborhoods  and  residents  alike. 

This  legislation,  your  appropriations  bill,  sets  the  stage  for  a 
comprehensive  restructuring  of  the  multifamily  portfolio  by  renew- 
ing expiring  section  8  contracts  for  1  year,  capping  future  assist- 
ance at  local  fair  market  levels,  and  providing  a  demonstration  to 
test  the  feasibility  of  restructuring  the  mortgages  on  oversubsidized 
properties. 

This  is  a  very  hard  problem,  but  you  have,  as  a  committee,  and 
with  your  staff,  helped  us  find  a  way  to  solve  it.  There  is  not  an 
easy,  comfortable  way  to  solve  this  problem.  We  have  explored  vir- 
tually every  option  to  do  this.  What  you  have  provided,  we  think, 
is  the  best  hope. 

Your  legislation  gives  HUD  new  authority  to  streamline  the  mul- 
tifamily property  disposition  process,  and  more  flexibly  eliminate 
the  sections  202  and  811  programs  that  provide  housing  for  elderly 
and  persons  with  disabilities.  Without  these  policy  changes  the 
funding  levels  would  be  insufficient  to  carry  out  the  activities  at 
the  congressionally  mandated  level. 

Finally,  your  legislation  would  overhaul  the  wasteful  and  expen- 
sive 1990  program  designed  to  preserve  FHA's  older  insured  inven- 
tory. You  strike  a  better  balance  between  the  owner's  right  to  pre- 
pay, the  need  to  preserve  valuable,  affordable  housing,  and  the 
need  to  protect  residents  from  being  displaced. 

Now,  this  bill,  H.R.  2099,  in  both  its  positive  aspects  and  its 
shortcomings,  is  particularly  relevant  given  the  compromise 
reached  between  the  administration  and  Congress  on  a  new  con- 
tinuing resolution.  Last  night,  the  House  passed  a  continuing  reso- 
lution that  will  fund  HUD  and  other  agencies  until  March  15.  The 
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Senate  is  expected  to  vote  this  afternoon  and  send  the  bill  to  the 
President  for  signature,  and  it  will  avert  a  Government  shutdown, 
which  is  horribly  counterproductive  to  have  such  a  shutdown. 

The  continuing  resolution  will  set  HUD  program  funding  at  the 
levels  contained  in  the  conference  report  for  your  bill.  However, 
with  a  number  of  exceptions,  the  programs  will  be  governed  by 
1995  policies,  not  the  administrative  provisions  contained  in  this 
year's  bill,  so  we  revert  to  a  world  which  I  described  earlier  as  in 
some  sense  the  worst  of  both  worlds,  lower  funding  levels  but  old- 
style  policy  restrictions. 

This  would  be  an  improvement  from  the  continuing  resolutions 
we  have  had  to  date — the  current  and  prior  continuing  resolutions 
have  not  recognized  the  funding  needs  of  HUD  programs — but  obvi- 
ously still  a  problem.  We  do  not  want  to  continue  through  the  year 
on  a  continuing  resolution  like  the  one  that  the  House  passed. 

These  continuing  resolutions  have  generated  short-term  funding 
levels  that  compared  to  the  HUD-VA  bill  are  $2.2  billion  lower  for 
section  8  contract  renewals,  $300  million  lower  for  public  housing 
subsidies,  and  as  I  say,  the  old  policies. 

The  proposed  CR  suffers  on  three  counts.  First,  it  will  by  its  very 
nature  impede  the  ability  of  the  Department  and  its  network  of 
housing  providers  to  carry  out  our  programs  in  a  timely  manner. 
Applications  and  awards  for  competitive  programs  will  be  delayed. 
We  are  now  in  the  fourth  month  of  the  fiscal  year,  and  we  are  not 
able  to  assure  communities  that  when  we  put  out  notices  for  appli- 
cations that  we  are  going  to  be  able  to  carry  them  out,  because  we 
have  only  till  March  15  under  a  CR. 

The  uncertainty  of  funds,  the  uncertainty  of  program  guidelines, 
makes  it  difficult  for  HUD  and  the  national  network  of  homeless 
providers,  nonprofit  sponsors  of  elderly  housing,  public  housing  au- 
thorities, and  others  to  proceed  in  an  intelligent  fashion.  To  mini- 
mize potential  delays,  we  may  shortly  issue  notices  of  fund  avail- 
abilities announcing  guidance  for  awards  but  noting  that  the 
awards  are  contingent  on  some  long-term  year-long  resolution  of 
the  funding  crisis. 

So  that  is  a  problem,  great  uncertainty,  and  this  is  money  that 
the  communities  by  this  time  in  the  fiscal  year  normally  would  al- 
ready see  when  they  could  count  on  it. 

A  second  shortcoming  of  the  CR  is  that  it  relies  on  H.R.  2099  as 
the  basis  for  HUD  funding.  As  I  have  already  discussed,  that  leads 
to  an  underfunding  of  distressed  public  housing  and  incremental 
certificates.  That  is  the  problem. 

The  final  shortcoming  of  the  proposed  CR  is  that  it  incorporates 
only  some  of  the  program  reforms  that  are  part  of  H.R.  2099.  We 
just  received  the  CR  last  evening,  so  we  are  still  analyzing  the  pro- 
posed CR  to  discern  more  carefully  which  reforms  are  in  and  which 
reforms  are  out,  but  it  appears  that  the  negotiators  have  included 
only  the  reforms  that  save  money  in  an  explicit  budgetary  fashion, 
not  some  of  the  policy  flexibility  that  is  needed  out  in  the  commu- 
nities, that  save  money  at  the  community  level,  and  frankly,  that 
is  too  narrow  a  filter,  just  those  that  save  money,  not  those  that 
make  the  programs  work. 
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So  when  they  pick  and  choose,  cherry-pick  what  reforms  to  in- 
clude in  the  CR,  they  are  not  including  the  broad  framework  that 
your  bill  has  thought  through. 

In  conclusion,  H.R.  2099  and  the  proposed  CR  attempt  to  con- 
form HUD  policy  with  the  reality  of  reduced  HUD  funding  levels, 
an  essential  exercise  at  a  time  of  severe  constraints.  As  we  proceed, 
I  am  hopeful  that  whatever  legislative  vehicle  eventually  serves  as 
HUD's  full-year  appropriation  forges  the  linkage  between  funding 
and  program  reforms  that  are  needed. 

PREPARED  STATEMENT 

Again,  let  me  close  simply  by  thanking  you  for  your  problem- 
solving  attitude  as  we  go  through  this.  I  regard  us  on  the  same  side 
of  trying  to  make  programs  work  for  the  American  taxpayers,  and 
for  people  who  are  eligible  for  programs,  and  I  am  deeply  appre- 
ciative to  be  able  to  work  with  you,  Mr.  Chairman,  Senator  Mikul- 
ski,  and  other  folks  like  you  who  are  committed  to  making  things 
work. 

Thank  you. 

[The  statement  follows:] 

Prepared  Statement  of  Henry  G.  Cisneros 

Chairman  Bond,  thank  you  for  inviting  me  here  this  morning.  I  appreciate  the 
opportunity  you,  Senator  Mikulski  and  Qie  members  of  your  Subcommittee  have 
given  me  to  discuss  the  impact  of  the  uncertain  fiscal  year  1996  funding  environ- 
ment on  HUD's  operations  and  customers. 

I  first  want  to  commend  you  and  Senator  Mikulski  for  the  "open-door"  policy  that 
you  have  set  for  deliberations  between  HUD  and  your  Subcommittee.  We  clearly 
have  differences  on  a  range  of  fiinding  and  program  issues — ^but  you  have  always 
accorded  us  the  opportunity  to  present  our  case  to  yourself  and  your  able  staff.  I 
think  this  relationship  has  been  both  professional  and  productive. 

You  and  I  have  discussed  repeatedly  the  Administration's  position  on  H.R.  2099, 
the  VA/HUD  Appropriations  bill.  On  one  hand,  there  are  many  administrative  provi- 
sions in  this  bill  that  we  have  worked  on  together  and  represent  positive  reforms 
to  our  existing  public  and  assisted  housing  programs. 

Yet  the  bill  also  contains  funding  reductions  as  well  as  harmfiil  riders  that  are 
unacceptable  to  the  Administration  and  led  to  the  President's  veto  last  month.  The 
bill,  for  example,  cuts  EPA  funding  deeply  and  eliminates  key  Administration  initia- 
tives like  National  Service  and  Community  Development  Finance  Institutions. 

In  the  HUD  area,  the  bill  would  cut  fiinding  for  several  important  Administration 
priorities. 

Funding  for  the  severely  distriessed  public  housing  program — which  is 
helping  PHA's  tear  down  the  worst  public  housing  projects  and  replace 
them  with  smaller-scale,  livable,  townhouse-style  developments — ^is  reduced 
fi*om  $500  million  in  fiscal  year  1995  to  $280  million  in  fiscal  year  1996. 
I  know  this  program  is  an  important  priority  for  both  the  Chairman  and 
Senator  Mikulski;  this  fiinding  reduction  would  severely  hamper  PHA  revi- 
talization  efforts  just  as  the  program  is  hitting  its  stride. 

Funding  for  the  Economic  Development  Initiative — which  many  Mayors 
believe  is  the  most  useful  federal  tool  for  creating  jobs  and  leveraging  pri- 
vate sector  investment  in  inner  cities — has  been  reduced  from  $350  nullion 
in  fiscal  year  1995  to  no  fiinding  in  fiscal  year  1996.  HUD  has  forged  a  pow- 
erful combination  between  flexible  EDI  grants  and  Section  108  loan  guaran- 
tees to  help  communities  fund  neighborhood  food  markets,  retail  and  manu- 
facturing centers  and  start-up  loans  for  disadvantaged  entrepreneurs.  This 
effort  should  be  continued. 

Funding  for  incremental  housing  certificates — which  remains  HUD's  prin- 
cipal tool  for  addressing  the  unmet,  worsening  housing  needs  of  low-income 
families — has  been  largely  eliminated.  H.R.  2099  as  well  as  last  year's  re- 
scission bill  have  broken  a  20-year  bipartisan  commitment  to  fund  the  sole 
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housing  program  that  gives  people  a  choice  of  where  to  live.  That  decision 
should  be  reversed. 

The  bill  also  contains  harmful  riders  that  would  transfer  HUD's  fair  housing  re- 
sponsibilities to  the  Department  of  Justice  and  eliminate  Federal  preferences  in  the 
Section  8  certificate  program. 

Groups  as  diverse  as  the  National  Fair  Housing  Alliance,  the  National  Association 
of  Realtors,  the  National  Multi  Housing  Council,  the  Leadership  Conference  on  Civil 
Rights  and  the  Department  of  Justice  have  opposed  the  transfer  of  HUD's  fair  hous- 
ing office.  These  groups  recognize  the  particular  expertise  in  education,  conciliation 
and  outreach  that  HUD  brings  to  its  fair  housing  mission — expertise  which  the  Jus- 
tice Department  does  not  have  and  does  not  want  to  gain. 

The  reforms  eliminating  Federal  preferences  in  the  Section  8  program  are  also  not 
justified.  These  changes  could  result  in  converting  a  housing  program  that  is  care- 
fully targeted  on  serving  very  low-income  families  with  the  worst  housing  needs  into 
one  that  serves  moderate  income  families  with  minimal  need  for  such  assistance. 
Section  8  needs  to  be  fixed;  recent  incidents  in  Baltimore  and  elsewhere  show  that 
the  program  is  leading  to  a  concentration  of  poor  residents  in  some  communities. 
But  the  elimination  of  federal  preferences  is  not  a  solution  tailored  to  the  problem. 

It  is  clear  that  these  differences  in  funding  and  policy  must  be  resolved  before  a 
HUD  appropriations  bill  is  acceptable  to  the  Administration.  I  believe  that  can  be 
done. 

As  I  have  often  said,  this  bill  contains  many  positive  revisions  to  existing  HUD 
programs.  You  have  done  a  remarkable  job — in  public  housing,  in  low-income  hous- 
ing preservation,  in  multifamily  restructuring,  in  property  disposition,  in  Section 
202  and  in  other  areas — of  moving  forward  progressive,  far-reaching  reforms.  These 
reforms  are  essential  to  ensure  that  programs  can  work  within  the  funding  levels 
established  by  H.R.  2099.  Yet  they  are  also  the  right  thing  to  do  and  represent  a 
pragmatic,  bipartisan  approach  to  what  works  for  housing  and  neighborhoods. 

Let  me  be  specific.  Your  legislation  adopts  and  refines  many  elements  of  HUD's 
proposal  to  transform  public  housing. 

It  would  help  alter  the  whole  dynamic  of  public  housing  by  letting  local  PHA's 
favor  the  admission  of  working  families  and  changing  current  rent  rules  to  encour- 
age working  families  to  remain  in  and  move  to  good  public  housing.  It  would  also 
give  HUD  broad  powers  to  test  new  ways  to  link  public  housing  residents  to  jobs 
and  self-sufficiency. 

It  would  help  transform  the  physical  landscape  of  public  housing  by  repealing  the 
rules  requiring  one-for-one  replacement  of  demolished  units,  giving  local  agencies 
the  flexibility  to  use  modernization  funds  to  replace  demolished  projects  and  stream- 
lining the  public  housing  replacement  programs. 

It  would  help  impose  market  discipline  in  public  housing  by  requiring  PHA's  to 
convert  their  most  distressed  stock  to  vouchers  and  empower  HUD  to  order  the 
demolition  of  non-viable  developments. 

These  provisions  are  needed  to  help  PHA's  survive  in  a  fiscal  year  where  operat- 
ing subsidies  have  been  cut  $100  million  and  capital  funds  have  been  cut  over  $500 
milhon.  Yet  they  also  reflect  a  remarkable  bipartisan  consensus  on  what  is  wrong 
about  public  housing  and  what  is  needed  to  fix  it. 

Your  legislation  also  takes  the  first  steps  to  bring  the  project-based  Section  8  in- 
ventory under  control.  It  is  now  clear  that  the  economics  of  providing  project-based 
Section  8  rental  assistance  have  become  untenable.  Certain  new  properties  receive 
more  federal  assistance  than  necessary  to  maintain  them  as  decent  affordable  hous- 
ing, thus  draining  scarce  tax  dollars.  It  is  not  unusual  to  find  rents  at  Section  8 
properties  far  above  local  market  rents  for  comparable  apartments.  Other,  older  de- 
velopments have  fallen  or  may  soon  fall  into  serious  disrepair,  causing  problems  for 
residents  and  neighborhoods  alike. 

Your  legislation  helps  set  the  stage  for  a  comprehensive  restructuring  of  this  mul- 
tifamily portfolio  by  renewing  expiring  Section  8  contracts  for  one  year,  capping  fu- 
ture assistance  at  local  fair  market  levels,  and  providing  a  demonstration  to  test  the 
feasibility  of  restructuring  the  mortgages  on  oversubsidized  properties. 

Your  legislation  also  gives  HUD  new  authority  to  streamline  the  multifamily 
property  disposition  process  and  more  flexibly  administer  the  Section  202/811  pro- 
grams, which  provide  housing  for  the  elderly  and  persons  with  disabilities.  Without 
these  powers,  the  funding  levels  in  these  accounts  would  be  insufficient  to  carry  out 
these  activities  at  the  Congressionally  intended  level.  In  the  property  disposition 
area,  that  will  mean  an  explosive  growth  in  the  number  of  properties  the  Depart- 
ment is  forced  to  hold  in  its  inventory — costing  taxpayers  and  residents  more  money 
and  negatively  impacting  neighborhoods  and  residents.  In  the  elderly  area,  failure 


55 

to  provide  the  additional  flexibility  that  will  mean  fewer  units  of  Section  202  hous- 
ing constructed. 

Finally,  your  legislation  would  overhaul  the  wasteful  and  expensive  1990  program 
designed  to  preserve  FHA's  older  insured  inventory.  Your  bill  strikes  an  appropriate 
balance  between  the  owner's  right  to  prepay,  the  need  to  preserve  valuable  afford- 
able housing  (particularly  via  sales  to  new  nonprofit  owners)  and  the  need  to  protect 
residents  from  being  displaced.  Your  bill  also  provides  the  funding  necessary  to 
carry  out  most  of  this  reformed  initiative.  The  money  and  the  policy  are  fundamen- 
tally intertwined — without  one,  the  other  is  ineffective. 

It  now  appears  that  the  Congress  will  pass  a  continuing  resolution  that  will  fund 
HUD  and  other  agencies  until  March  15th.  HUD  program  funding  will  be  set  at  the 
levels  contained  in  the  conference  report  for  H.R.  2099.  However,  with  a  number  of 
exceptions,  the  programs  will  be  governed  by  fiscal  year  1995  terms  and  conditions, 
not  the  administrative  provisions  contained  in  this  year's  bill. 

This  would  be  an  improvement  from  the  continuing  resolutions  that  have  gov- 
erned HUD  to  date.  The  current  and  prior  continuing  resolutions  have  not  recog- 
nized the  unique  funding  needs  of  many  HUD  programs — which  because  of  contract 
expirations,  operating  increases  and  program  timetables — vary  significantly  fi-om 
year  to  year. 

These  continuing  resolutions  have  generated  short-term  funding  levels  that,  when 
compared  to  the  VA/HUD  bill,  are  $2.2  billion  lower  for  section  8  contract  renewals 
and  $300  million  lower  for  public  housing  operating  subsidies.  These  funding  levels, 
if  sustained,  would  have  dire  consequences  for  low-income  residents  and  public 
housing  agencies  across  the  nation. 

Yet  the  proposed  CR  suffers  on  three  counts.  First,  it  will,  by  its  very  nature,  im- 
pede the  ability  of  the  Department  and  its  network  of  housing  providers  to  carry 
out  our  programs  in  a  timely  and  effective  manner.  Applications  and  awards  for 
competitive  programs  will  be  delayed.  The  uncertainty  of  funds,  the  uncertainty  of 

Erogram  guidelines  makes  it  very  difficult  for  HUD  and  the  national  network  of 
omeless  providers,  nonprofit  sponsors  of  elderly  housing,  PHA's  and  others  to  pro- 
ceed in  an  intelligent  fashion.  To  minimize  potential  delays,  we  may  shortly  issue 
Notices  of  Fund  Availability  announcing  guidance  for  awards  but  noting  that 
awards  are  contingent  on  further  action  by  the  Congress  on  fiscal  1996  appropria- 
tions. 

A  second  shortcoming  of  the  proposed  CR  is  that  it  relies  on  H.R.  2099  as  the 
basis  for  HUD's  fiscal  year  1996  appropriations.  As  I  have  already  discussed,  that 
leads  to  an  underfiinding  of  EDI,  severely  distressed  public  housing  and  incremental 
certificates. 

The  final  shortcoming  of  the  proposed  CR  is  that  it  incorporates  only  some  of  the 
positive  program  reforms  that  are  part  of  H.R.  2099's  conference  report.  We  are  cur- 
rently analyzing  the  proposed  CR  to  discern  more  carefully  which  reforms  are  in 
and  which  reforms  are  out.  It  appears  that  the  negotiators  have  attempted  to  in- 
clude only  those  reforms  that  generate  explicit  savings.  That  is  too  narrow  a  filter 
and  needs  to  be  corrected. 

In  conclusion,  H.R.  2099 — and  the  proposed  CR  to  some  extent — attempts  to  con- 
form HUD  policy  with  the  reality  of  reduced  HUD  funding  levels,  an  essential  exer- 
cise at  a  time  of  severe  fiscal  constraints. 

As  we  proceed,  I  am  hopeful  that  whatever  legislative  vehicle  eventually  serves 
as  HUD's  fiill-year  appropriations — a  revised  H.R.  2099  or  a  government-wide  con- 
tinuing resolution — this  linkage  between  fiinding  levels  and  program  reforms  is  re- 
tained. 

Thank  you  again  for  the  opportunity  to  clarify  HUD's  position  on  this  important 
legislation.  I  remain  available  to  answer  any  questions. 

ANNUAL  CONTRIBUTION  CONTRACTS 

Senator  Bond.  Thank  you  very  much,  Mr.  Secretary. 

My  first  question  was  going  to  be  to  let  you  expound  upon  the 
problems  faced  by  the  local  housing  authorities  who  do  not  get  the 
flexibility  and  do  not  get  the  money.  That  is  sort  of  a  double  hit, 
but  you  have  addressed  that  very  well.  I  think  you  covered  that 
very  well. 

Let  me  touch  on  a  number  of  other  problems.  Mr.  Richard  Gen- 
try, president  of  NAHRO,  will  be  testifying  later  in  the  hearing.  He 
pointed  out  that  local  housing  authorities  are  required  to  sign  an 
annual  contributions  contract  as  a  condition  of  receiving  funds.  He 
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points  out  that  committing  to  these  contractual  obligations  is  very 
difficult  with  the  current  funding  uncertainty  and  pending  changes 
in  Federal  requirements. 

Is  there  anything  that  the  Department  can  do,  delaying  the  re- 
quirement for  these  ACC's?  Is  there  some  way  they  can  get  around 
it  so  they  can  get  working  on  their  programs? 

Secretary  CiSNEROS.  Yes,  sir;  it  is  my  understanding  that  we  are 
revamping  the  way  the  ACC  works  now  in  order  to  give  the  hous- 
ing authorities  the  ability  to  exercise  what  flexibility  they  can,  so 
we  are  not  operating  the  ACC's  as  we  would  in  a  normal  year. 

Mike  Janis,  General  Deputy  Assistant  Secretary  for  Public  Hous- 
ing, is  here.  He  is  an  award-winning  civil  servant  who  knows  the 
public  housing  program  backwards  and  forwards,  and  if  you  would 
allow  him  to  join  me  here,  it  might  be  instructive  if  he  could  add 
some  thoughts. 

Mr.  Janis.  Thank  you,  Mr.  Secretary. 

Mr.  Chairman,  Acting  Assistant  Secretary  Marchman  and  some 
of  us  met  with  industry  group  representatives  to  discuss  this  issue. 
We  had  proposed  a  revision  to  the  ACC  with  a  deadline  that  I 
think  was  ending  this  month.  The  Acting  Assistant  Secretary 
agreed  very,  very  shortly  after  hearing  the  interest  groups'  con- 
cerns mainly  around  an  uncertainty  of  funding  levels,  lower  fund- 
ing levels,  to  postpone  the  revised  ACC. 

We  are  going  to  work  together  with  the  industry  groups  over  the 
next  60  days  in  a  consultation  period,  and  then  after  that  we  will 
go  into  about  a  6-week  time  period  of  revising  and  looking  again 
at  the  annual  contribution  contract  to  mutually  come  to  a  point 
perhaps  around  June  30  when  we  would  have  a  revised  ACC  for 
housing  agencies'  consideration. 

The  annual  contribution  contract  has  been  an  issue  of  housing 
authorities  and  HUD  wanting  for  a  number  of  years  to  revise  that 
to  reflect  more  of  what  is  happening,  whatever  is  happening  in  a 
current  State. 

Given  the  uncertainty  that  we  find  ourselves  in  now,  we  feel,  and 
we  agree  with  the  industry  groups,  that  we  have  to  go  into  this 
consultation. 

Senator  Bond.  I  would  hope  by  60  days  we  might  have  some- 
thing passed. 

Mr.  Janis.  Me  too. 

MARK-TO-MARKET 

Senator  Bond.  Those  things  are  never  easy. 

Mr.  Secretary,  in  the  vetoed  appropriations  bill,  we  did  provide 
authority  and  funding  to  begin  a  demonstration  of  strategies  to  re- 
structure the  expiring  high  cost  multifamily  subsidy  arrangements, 
the  mark-to-market  demonstration. 

This  is  one  of  the  toughest  things.  This  is  an  area  that  I  think 
has  all  of  us  scratching  our  heads.  We  think  it  is  critical  that  we 
start  trying  to  figure  out  what  will  work  so  that  owners,  residents, 
Congress  and  the  Department  can  see  what  works  and  get  a  better 
understanding  of  how  this  inventory  could  be  managed. 

Are  there  things  that  you  can  do?  What  are  you  doing  now  to 
prepare  for  the  demonstration,  and  what  progress  have  you  made 
in  considering  this? 
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Secretary  Cisneros.  Again,  I  want  to  get  you  the  most  specific 
timely  response  possible,  so  I  am  going  to  ask  Helen  Dunlap  to 
come  up  here,  but  while  she  does,  let  me  just  repeat  what  I  said 
earlier. 

From  the  beginning  of  your  tenure  as  chairman,  you  have  said 
to  me  that  the  most  serious  problem  the  Department  confronted — 
Stephen  did  a  paper  for  you,  I  think,  in  November  1994,  when  it 
would  become  clear  that  your  responsibilities  would  increase,  that 
the  pressing  problem  was  the  cumulative  effect  of  the  renewals  of 
section  8,  and  this  issue  of  the  oversubsidization  of  private  assisted 
housing  drives  that  cumulative  effect.  We  have  to  solve  this  prob- 
lem. 

There  is  not  an  easy  way  to  do  this.  We  think  we  have  found  one 
way.  It  is  not  attractive  in  some  respects.  It  has  got  tax  issues,  it 
has  resident  displacement  issues,  and  so  forth,  but  this  mark-to- 
market  strategy  is  the  only  way  we  can  think  of  to  get  a  handle 
on  this  meaningfully,  and  Helen's  been  the  key  person  working  this 
for  the  last  year. 

Ms.  Dunlap.  Thank  you,  Mr.  Secretary. 

Mr.  Chairman,  in  response  to  your  question  about  what  we  are 
doing  to  prepare  for  what  we  hope  will  be  the  ability  to  implement 
the  demonstration,  I  would  suggest  three  things. 

The  first  is  that,  as  your  staff  is  certainly  aware,  we  have  begun 
a  dialog — I  call  it  a  giant  conversation — with  the  housing  commu- 
nity about  the  long-term  potential  avenues  for  addressing  the  prob- 
lem that  you  and  the  Secretary  have  been  discussing. 

That  is  not  the  demonstration  per  se.  That  is  the  larger  and 
longer-term  process. 

The  second  is  that  we  have  received  and  begun  individual  con- 
versations with  both  project  owners  and  constituent  groups  about 
how  we  might  implement  specifically  the  demonstration  as  soon  as 
we  have  that  authorization,  and  begun  to  identify  properties  in 
portfolios  that  would  fit  within  the  context  that  was  prescribed  in 
the  appropriations  bill. 

The  third  is,  there  are  areas  within  existing  law  where  we  can 
practice  some  of  the  basic  principles  not  within  the  insured  port- 
folio because  we  are  not  zdlowed  to  do  that  legally,  but  within  the 
HUD-held  and  HUD-owned  portfolio,  where  we  already  have  De- 
partment responsibilities  because  there  has  been  a  default  on  the 
mortgage,  or  we  own  the  property,  and  we  have  begun — one  exam- 
ple of  that  is  that  we  selected  recently  three  State  agencies  to  par- 
ticipate in  a  demonstration  of  the  sale  of  HUD-held  subsidized 
mortgages  through  a  negotiated  sale. 

Two  of  the  States  are  represented  here,  Missouri  and  Maryland. 
The  third  State  was  Pennsylvania. 

While  we  will  not  be  demonstrating  all  the  principles  of  how  we 
deal  with  the  long  term,  we  certainly  see  that  as  an  opportunity 
to  begin  the  process  of  using  partners,  that  is.  State  agencies,  to 
work  through  the  issues  of  the  portfolio. 

So  those  are  some  of  the  things  we  are  doing. 

Senator  Bond.  Thank  you,  Ms.  Dunlap.  You  certainly  have  a 
nose  for  taking  on  the  interesting  assignments. 

Ms.  Dunlap.  I  have  noticed.  If  I  had  it  to  do  over  again,  I  might 
have  made  another  choice. 
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Senator  Mikulski,  /md  maybe  you  feel  that  way  about  your  com- 
mittee assignments. 

Senator  Bond.  I  cannot  tell  you  how  Treasury  and  the  Postal 
Service  looks  in  retrospect.  [Laughter.] 

Let  me  just  ask  a  couple  of  brief  questions  on  the  CR  and  the 
conditions. 

Mr.  Secretary,  the  previous  CR  had  a  funding  level  of  $2.5  bil- 
lion, $300  million  less  than  the  vetoed  measure.  The  CR  passed  by 
the  House  last  night  will  provide  the  full  $2.8  billion.  A  number  of 
the  housing  authorities  began  their  budget  year  on  January  1.  Oth- 
ers will  start  in  April.  How  have  these  been  handled  by  the  Depart- 
ment? 

Mr.  Janis.  Mr.  Chairman,  fortunately,  at  the  time  that  we  made 
the  first  quarter  distribution  of  operating  subsidy  we  were  using  90 
percent  of  eligibility,  and  we  had  assumed  a  $2.8  billion  appropria- 
tion level.  I  would  like  to  take  credit  for  that.  I  think  it  was  dumb 
luck,  probably. 

Senator  Bond.  Beats  the  heck  out  of  prior  planning,  in  my  view. 
[Laughter.] 

Mr.  Janis.  Trulv. 

So  we  are  fine  for  the  first  quarter  at  the  $2.8  billion  level. 

Our  next  second  quarter  of  operating  subsidy,  in  the  first  part  of 
March,  the  first  2  weeks  of  March  we  would  be  allocating  those 
funds.  We  would  allocate  those  at  90  percent  of  eligibility. 

Our  problem  is,  is  that  if  and  when  a  CR  expires  and  we  have 
another  CR,  heaven  forbid,  what  the  end  game  appropriation  will 
be.  If  we  wind  up  not  knowing  what  the  end  game  is  at  various 
times,  and  we  have  appropriated  based  upon  a  quarter  assuming 
90  percent  eligibility,  we  would  have  no  choice  but  in  future  quar- 
ters, to  a  housing  agency,  to  average  out  what  their  subsidy  would 
be. 

So  if  they  were  funded  at  90  percent  for  one-quarter  and  then  we 
were  cut  in  a  future  CR  at  70  percent,  we  would  have  to  even  go 
further  in  the  next  quarter  to  average  out  their  funding  level  at 
where  we  are  in  a  continuing  resolution. 

It  is  a  very,  very  difficult,  very  onerous  program  management 
task,  but  that  is  nothing  to  what  it  would  be  to  a  housing  agency 
not  to  know  what  its'  expected  yearly  budget  would  be.  Certainly 
the  10  percent  reduction  of  operating  subsidy  is  a  concern  to  us  in 
terms  of  the  housing  agencies'  ability  to  operate  as  they  should,  but 
added  to  that  the  unpredictability  of  what  the  entire  year  funding 
would  be,  would  be  again  a  nightmarish  situation  for  housing  agen- 
cies. 

Senator  Bond.  I  can  see  why  Herb  is  leaving. 

CDBG  AND  HOME  FUNDING  LEVELS 

Mr.  Secretary,  two  quick  questions.  CDBG  and  HOME  need  to 
know  a  final  funding  level.  The  CR  provides  a  level  of  funding  in 
the  vetoed  appropriations  bill.  Will  this  enable  you  to  go  forward? 

Secretary  CiSNEROS.  It  is  essentially  the  same  problem  as  others 
have  discussed  in  other  areas.  The  uncertainty  is  a  problem.  Where 
we  have  a  greater  problem,  even,  is  in  the  homeless  programs, 
which  are  applications.  CDBG  and  HOME  are  formula  programs, 
but  the  homeless  are  application  formulas. 
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We  put  out  notice  for  applications  not  knowing  what  the  funding 
level,  the  award  level  can  be,  so  the  best  we  will  be  able  to  do  is 
do  the  competition  making  clear  that  awards  of  funds  are  contin- 
gent upon  final  resolution,  and  then  hopeful  of  what  we  can  afford 
when  the  time  comes  to  make  the  awards. 

Senator  BOND.  Final  question.  We  are  certainly  not  thrilled  with 
the  continuing  resolution  approach.  They  have  lots  of  problems,  as 
we  have  already  mentioned.  They  just  provide  temporary  operating 
authority.  We  know  why  that  does  not  work  in  many  of  these 
areas. 

We  have  not  yet  had  the  telephone  calls  to  begin  negotiations 
that  you  and  I  discussed  in  November.  It  would  be  very  helpful. 
You  have  been  down  to  the  White  House,  I  guess,  maybe  talked 
with  the  administration.  Can  you  give  us  any  news  on  whether  the 
administration  might  be  willing  to  work  with  us  toward  getting  an 
appropriations  bill  that  could  be  enacted  for  the  year? 

Secretary  CiSNEROS.  I  can  tell  you.  Senator,  that  having  dis- 
cussed personally  with  the  President  the  issue  of  a  balanced  budget 
resolution,  that  he  definitely  wants  to  have  a  budget  deal.  He  has 
stipulated  his  bottom  line  concerns  that  a  budget  package  this  year 
needs  to  include  a  change  from  the  present  congressional  position 
on  Medicare  cuts.  The  policy  issues  in  Medicaid  cannot  be  changed 
as  dramatically  as  are  proposed.  The  environment  cuts  he  feels  are 
too  severe.  Educational  cuts  are  too  severe,  and  the  EITC. 

It  is  a  very  clear  five-point  line  that  he  has  laid  down. 

We  have  been  operating  under  the  assumption  that  if  a  larger 
budget  deal — as  you  said  to  me  once,  that  is  above  either  of  our  pay 
grade,  but  if  a  larger  budget  deal  were  struck,  that  it  would  quickly 
address  1996,  and  that  the  appropriations  bills  for  1996  would  fol- 
low in  what  one  person  described  to  me  as  a  nanosecond. 

So  I  am  hopeful,  still,  that  a  budget  agreement  can  be  reached. 
I,  like  you,  I  have  not  had  any  discussions  with  the  White  House 
in  the  last  few  days,  but  I,  like  you,  read  the  newspaper  articles 
that  talk  about  possibilities  of  agreeing  on  some  things  that  can  be 
agreed  upon  and  so  we  will  see  what  course  that  takes. 

I  do  not  know  what  the  implications  of  a  partial  budget  deal 
would  be  for  the  appropriations.  I  am  hopeful  that  that  could  pos- 
sibly include  1996,  and  that  then  an  appropriations  bill  could  fol- 
low. However,  what  makes  this  difficult  in  this  subcommittee  is  the 
funding  level  for  EPA  and,  of  course,  National  Service  and  CDFI, 
so  within  the  power  of  this  committee  are  three  of  the  sensitive 
programs,  two  that  are  in  the  President's  listing  of  most  critical  is- 
sues, EPA  and  National  Service. 

So  I  think  the  answer  to  your  question  really  revolves  on  two 
things,  (1)  the  big  budget  deal,  and  (2)  whether  EPA  and  National 
Service  can  be  addressed  within  this  subcommittee. 

Senator  Bond.  Well,  what  I  gather  is,  I  should  not  sit  by  the 
phone  this  weekend.  We  have  told  everybody  around  we  are  willing 
to  talk  about  the  things  within  our  jurisdiction,  but  I  guess  I  will 
not  hang  out  at  the  phone. 

Senator  Mikulski. 

Senator  Mikulski.  Thank  you,  Mr.  Chairman. 

I  think  what  Secretary  Cisneros  has  just  said  about  the  possibil- 
ity for  this  appropriation  to  move  forward  really  does  hinge  on  the 
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EPA  funding,  which  I  know  we  will  go  over  this  afternoon  and  per- 
haps identify  areas  that  we  could  compromise  on  between  the 
President's  position  and  where  this  conference  finds  itself  without 
compromising  public  health  and  safety,  and  I  think  that  is  where 
we  cannot  compromise,  so  we  would  not  want  to  compromise  on  a 
goal,  but  let  us  look  at  whether  we  can  compromise  on  the  funding. 

Also,  the  issue  of  National  Service  I  think  continues  to  be  a  very 
severe  detriment  to  passing  the  VA-HUD  bill.  What  I  am  concerned 
about  is  that  so  much  of  the  decisionmaking  in  your  party  is  being 
done  in  the  House,  and  we  would  look  for  better  communication  be- 
tween, of  course,  the  White  House  and  the  Congress  on  these  mat- 
ters— I  know  that  you  and  Mr.  Lewis  feel  very  strongly  about  the 
need  for  improved  communication,  and  I  would  support  that — ^but 
also,  I  think  the  House  needs  to  work  with  us  on  how  we  could  also 
achieve  a  compromise  on  National  Service. 

I  believe  our  colleague.  Senator  Grassley,  has  raised  very  impor- 
tant points  about  National  Service  that  gives  him  pause,  and  quite 
frankly  gives  me  pause.  With  now  Mr.  Wofford  as  the  head  of  Na- 
tional Service  I  believe  a  desire  to  work  out  those  concerns,  on  how 
better  to  use  America's  resources  and  yet  help  young  people  be  able 
to  reduce  their  student  debt  by  serving  in  their  community,  I  think 
are  goals  we  could  work  on. 

So  I  think  those  are  the  two  issues. 

I  now  come  back  to  the  Cisneros  conversation.  On  page  12  of 
your  testimony,  Mr.  Secretary,  you  raise  an  issue  about  uncertainty 
that  gives  me  an  enormous  amount  of  concern.  On  page  12,  we  talk 
about  the  uncertainty  of  funds,  the  uncertainty  of  program  guide- 
lines make  it  difficult  for  HUD  and  the  national  networks  related 
to  the  homeless  and  the  nonprofit  sponsors  of  elderly  housing  to 
proceed  in  an  intelligent  fashion. 

In  my  home  town  of  Baltimore  and  throughout  the  Nation,  I  see 
what  nonprofits  have  done  to  help  the  elderly.  I  live  exactly  across 
the  street  from  housing  for  the  elderly  that  has  been  worked  with 
a  church-based  program,  shelters  in  Baltimore  run  by  Associated 
Catholic  Charities,  church-based  organizations.  What  could  we  tell 
them  today  about  their  ability  to  meet  not  only  the  mission  of  HUD 
but  their  mission  of  the  heart  to  meet  the  concerns  for  the  home- 
less and  the  elderly? 

Secretary  CiSNEROS.  Senator,  let  me,  if  I  may,  en  route  to  an- 
swering your  question,  just  make  one  brief  diversion  and  pick  up 
on  your  point  about  National  Service. 

Just  yesterday,  I  received  a  call  from  David  Gilmore,  the  court- 
appointed  receiver  for  the  D.C.  Housing  Authority,  and  he  said  to 
me,  I  want  you  to  come  with  me  and  see  what  the  National  Service 
volunteers  are  doing  in  the  District  of  Columbia,  and  he  asked  me 
to  join  him  on  a  Saturday  and  go  to  see  the  phenomenally  good 
work  that  these  folks  are  doing. 

I  have  not  had  an  opportunity  to  go  to  a  National  Service  site, 
although  I  know  they  are  working  in  a  number  of  HUD  places,  but 
it  may  be  of  some  interest  to  the  committee,  as  you  deliberate 
about  what  to  do  about  National  Service  in  a  year-long  appropria- 
tion, that  there  is  a  site  right  here  in  our  backyard  that  apparently 
is  just  the  classic,  the  best  use  of  both  the  talents  of  the  people  and 
the  impact  that  they  can  make  in  the  community. 
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So  I  just  pass  that  along  in  the  event  that  you  would  like  to  see 
it,  because  I  know  this  is  a  matter  of  deliberation  for  you  yet 
ahead. 

What  we  can  say  to  homeless  providers  and  to  nonprofit  sponsors 
of  elderly  housing  and  others  is  that  we  are  going  to  be  running 
the  competitions,  and  we  are  going  to  do  the  absolute  maximum 
that  we  can  to  get  things  lined  up  so  that  as  soon  as  we  have  a 
sense  of  what  our  year-long  situation  is,  we  can  unleash  the  fund- 
ing. 

That  is  all  we  can  say,  because  all  we  can  see  to  is  March  15. 

Senator  MiKULSKl.  So  you  are  not  issuing  money,  in  other  words. 
You  are  accepting  the  grants. 

Secretary  CiSNEROS.  We  are  accepting  the  applications. 

Senator  MiKULSKl.  Yes;  and  you  can  certify 

Secretary  Cisneros.  And  process  them. 

Senator  MiKULSKl.  That  they  are  eligible,  like  Associated  Catho- 
lic Charities,  or  the  Associated  Jewish  Charities  project  for  the  el- 
derly. 

Secretary  Cisneros.  Correct. 

Senator  MiKULSKl.  But  you  then  cannot  issue  the  funds  to 
operationalize  your  certification. 

Secretary  CiSNEROS.  We  have  no  appropriation  beyond  March  15. 

Senator  MiKULSKl.  Is  that  essentially  the  bottom  line? 

Secretary  Cisneros.  That  is  correct. 

Senator  Mikulski.  You  can  certify  them  as  eligible,  that  their 
project  is  both  desirable  and  meet  guidelines,  but  they  will  not  get 
the  money. 

Secretary  CiSNEROS.  The  circumstances  of  the  last  months,  the 
shutdown,  the  snowstorm,  and  now  the  uncertainty  of  a  CR,  will 
inevitably  delay  the  grants  for  this  year  which  would  be  going  out 
in  the  spring  and  summer  months  because  of  the  timeframe  we 
spent  on  these  matters. 

Senator  Mikulski.  Is  that  for  new  projects  or  existing  projects? 

Secretary  CiSNEROS.  That  is  new  projects. 

Senator  Mikulski.  If  you  are  a  project  serving  the  homeless,  like 
a  wonderful  program  for  women  in  Maryland  called  My  Sister's 
Place  that  has  already  been  certified,  given  funds,  operated  by  As- 
sociated Catholic  Charities  and  so  on,  would  they  continue  to  be — 
I  use  that  as  an  example,  not  a  specific. 

Secretary  CiSNEROS.  Both  existing  entities  seeking  further  fund- 
ing and  new  programs  applying  for  the  first  time  are  in  the  same 
boat,  where  they  are  competitions. 

Senator  MiKULSKl.  But  that  would  be  further  funding.  If  they 
exist,  they  will  continue  to  be  funded  at  existing  levels,  or  do  you 
not  know? 

Secretary  CiSNEROS.  For  existing  funding  that  does  not  require 
an  application  they  will  be  funded  at  existing  levels. 

Senator  MiKULSKl.  But  anything  with  a  new  application  to  either 
expand  services  or  create  new  services,  they  just  have  to  wait. 

Secretary  CiSNEROS.  Correct. 

Senator  Mikulski.  That  is  pretty  tough,  particularly  in  this 
weather.  My  gosh,  I  know  everyone  has  been  worrjdng  about  what 
is  happening. 
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Secretary  CiSNEROS.  I  will  tell  you  what  is  very  tough  is  that  our 
programs  are  working. 

I  was  just  in  Boston  last  week,  and  I  saw  a  city  where  homeless 
programs  are  working  and  actually,  measurably  reducing  the 
amount  of  people  in  the  street.  It  is  a  shame  to  cut  into  that  effec- 
tiveness. 

Senator  MiKULSKi.  Well,  let  me  raise  an  issue,  though,  about  pro- 
grams that  I  think  are  not  working  and  the  consequences  of  the  CR 
on  our  reform  efforts.  As  you  know,  I  do  not  believe  that  section 
8  is  working.  I  believe  that  our  whole  housing  policy  neither  re- 
wards work,  promotes  family  stability,  nor  ensures  that  receiving 
housing  subsidy  is  not  a  way  of  life,  but  it  should  be  a  way  to  a 
better  life. 

Now,  we  h'ave  all  been  working  on  reforming  that  to  change  the 
programs.  I  know,  Mr.  Secretary,  you  have  no  idea  how — as  the 
Senator  from  Maryland  and  a  former  city  councilwoman  from  Balti- 
more— how  the  consequences  of  these  programs  fill  me  with  grief, 
that  in  public  housing  I  have  worked  very  hard  as  both  the  chair- 
man and  with  this  colleague  to  modernize  public  housing. 

Three  endeavors  in  Baltimore,  Gilmore  Homes,  a  garden  type, 
Perkins,  a  garden  type,  eight  blocks  from  my  house,  O'Donnell 
Heights  Housing  Project,  have  all  been  modernized,  but  we  con- 
tinue to  recycle  the  same  cultural  poverty  attitudes,  so  next  to 
O'Donnell  Heights  is  one  of  the  lowest  performing  public  schools, 
Perkins.  Perkins  has  brought  a  whole  new — we  modernized  Per- 
kins, but  the  crime  rate  increases  as  the  doors  open. 

I  am  filled  with  grief  that  these  programs  are  not  working  be- 
cause we  continue  to  reinforce  the  culture  of  poverty.  Section  8  has 
no  controls  over  bad  landlords,  does  not  help  good  landlords  get  rid 
of  bad  tenants,  and  again  with  section  8  it  is  not  focused  on  re- 
warding work. 

I  am  filled  with  grief  that  an  effort  that  was  made  to  tear  down 
Lafayette  Homes  has  now  resulted  in  the  destabilization  of  an  adja- 
cent neighborhood. 

Now,  having  said  that,  and  I  do  not  know  if  it  is  due  to  our  poli- 
cies, the  incompetency  of  a  local  HUD  agency,  or  what.  I  am  not 
going  to  finger  point,  but  now  where  we  are  is,  we  need  to  make 
sure  that  what  we  do  makes  a  difference  in  the  lives  of  the  poor 
and  the  neighborhoods  that  welcome  the  poor,  and  that  it  is  not  a 
destabilization  either  of  poor  families  or  those  neighborhoods. 

Now,  where  we  find  ourselves  with  the  1996  funding  and  1995 
rules,  can  we  go  ahead  with  those  reforms  that  we  think  will  help 
the  poor,  change  the  culture  of  poverty,  reward  good  landlords,  and 
families  that  are  trying  to  help  themselves,  and  move  to  be  sure 
that  a  housing  subsidy  is  not  a  way  of  life,  but  a  tool  to  a  better 
life? 

Secretary  CiSNEROS.  Senator,  you  have  put  your  finger  on  some 
of  the  most  pressing  problems  we  have  and  some  of  the  areas 
where  we  have  tried  to  respond. 

The  answer  to  your  question  is,  these  are  provisions  in  the  1996 
appropriations  measure  or  future  authorizing  measures,  neither  of 
which  are  operative  with  this  CR,  so  we  will  not  be  able,  in  this 
timeframe,  to  do  the  things  that  you  have  just  admonished  us  to 
do  until  we  get  some  of  the  policy  changes  that  are  in  those  appro- 
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priations  measures.  It  just  drives  home  the  importance  of  getting 
this  appropriations  measure  passed. 

Senator  Mikulski.  So  that  what  you  are  sajdng  is  that  we  keep 
the  same  old  programs  going 

Secretary  CiSNEROS.  One-for-one  replacement. 

Senator  MiKULSKi  [continuing].  That  reinforce  the  culture  of  pov- 
erty. 

Secretary  CiSNEROS.  The  old  preference  rules. 

Senator  Mikulski.  And  the  rewards  that  rewarded  the  dysfunc- 
tional rather  than  those  that  were  trying  to  help  themselves  get  a 
job,  be  in  job  training,  the  personal  empowerment  initiatives. 

Secretary  CiSNEROS.  That  is  the  significance  of  this  appropria- 
tions bill. 

Senator  MiKULSKi.  What  about  the  significance  of  the  fact  that 
section  8  has  often  been  a  destabilizing  force,  again,  and  also  the 
whole  issue  of  no  controls  over  the  bad  landlords  and  no  rewards 
to  help  the  good  landlords  be  able  to  move  out  tenants  that  refuse 
to  comply  with  good  tenant  practices? 

Secretary  CiSNEROS.  Senator,  we  are  proposing  in  our  continuing 
reinvention  some  dramatic  improvements  in  the  way  section  8 
works  to  reduce  the  concentration  by  including  a  neighborhood  as- 
sessment, not  just  a  property-based  assessment,  unit  assessment, 
but  a  neighborhood  assessment  to  deal  with  the  impaction  ques- 
tion. 

We  are  proposing  preferences  in  section  8  so  that  families  that 
have  some  track  record  of  work  experience  and  indications  that 
they  can  work  get  preferences  in  section  8,  and  other  measures 
that  we  would  propose  to  make  the  section  8  program  work  better, 
including  different  administrative  structure  on  the  ground  than 
some  of  the  existing  housing  authorities  that  managed  section  8, 
some  regional  implications. 

I  am  going  to  share  with  you,  as  we  depart,  our  continuing  pro- 
posals, and  in  there  you  will  find  some  very  dramatic  things  that 
came  out  of  our  discussions  on  section  8. 

Senator  MiKULSKl.  Well,  Mr.  Secretary,  I  understand,  then,  that 
your  ability  to  bring  about  these  reforms  are  now  being  shackled 
because  your  hands  are  being  tied  because  of  the  continuing  resolu- 
tion. 

Secretary  Cisneros.  That  is  a  correct  statement. 

Senator  MiKULSKl.  Is  there  any  way  that  voluntarily  State  and 
local  housing  authorities  could  implement  these  changes,  because 
you  see,  it  is  not  only  a  rule  and  regulatory  change,  it  is  a  change 
of  the  culture  of  those  who  administer  the  program. 

Secretary  CiSNEROS.  We  will  explore  the  maximum  that  can  be 
done  under  the  existing  rubric  of  law  to  get  that  kind  of  voluntary 
effort,  education  of  housing  authorities,  share  with  them  the  meth- 
ods and  best  practices  of  others — for  example,  on  evictions  of  people 
from  public  housing  they  have  considerably  more  latitude  than 
many  are  utilizing. 

I  was  in  Toledo  just  a  couple  of  days  and  saw  how  they  are  actu- 
ally getting  people — the  President's  call  for  one  strike  and  you  are 
out — they  are  doing  it  in  Toledo.  Others  could  do  it,  too,  but  they 
do  not  do  the  maximum  under  the  law  as  it  allows  today.  So  we 
will  explore  the  maximum  that  they  can  do,  but  many  of  these  are 
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fixed  in  old  statutes  that  your  appropriations  bill  allows  us  to 
change,  and  we  need  that. 

Whether  it  comes  in  the  appropriations  bill,  or  whether  it  comes 
in  an  authorizing  bill  this  year,  we  need  that  flexibility  and  that 
reconception. 

Senator  MiKULSKl.  Well,  I  feel  that  the  first  rule  of  Government 
is  that  it  should  do  no  harm,  and  I  hope  that  whatever  we  do  in 
the  budget,  we  do  no  harm  to  the  poor,  the  homeless,  and  to  the 
elderly,  but  I  also  hope  that  we  stop  doing  harm  to  neighbor- 
hoods— neighborhoods  that  are  then  affected  either  by  public  hous- 
ing or  by  section  8,  because  I  think  that  we  are  maxing  out  on  the 
support  of  those  programs  because  of  the  old  rules  and  the  old  cul- 
tural attitudes  that  created  a  sense  of  permissiveness  and  a  reward 
for  the  dysfunctional. 

Secretary  CiSNEROS.  Absolutely  correct. 

Senator  Bond.  Thank  you,  Senator  Mikulski.  I  know,  Mr.  Sec- 
retary, it  is  no  surprise  to  you,  but  to  the  extent  that  there  has 
been  negotiations  with  respect  to  the  CR,  they  have  not  been  with 
this  committee,  and  the  elements  in  this  bill  have  just  been 
brought  to  my  attention  today. 

I  had  left  to  take  my  son  for  his  birthday  dinner  last  night  when 
we  received  a  copy  of  it,  which  was  very  generous,  I  thought. 

Secretary  CiSNEROS.  Of  the  CR? 

Senator  Bond.  Of  the  CR.  Let  me  say  that  the  issues  you  raised, 
the  administration's  concern  about  national  service  and  EPA  fund- 
ing, are  precisely  the  issue  we  have  been  willing  to  discuss  with  the 
administration  since  last  November.  The  White  House  does  have  to 
tell  us  what  funds  will  be  cut  within  our  appropriations  bills  to 
fund  these  priorities  because  we  are  still  faced  with  the  overall 
funding  constraints. 

As  for  working  with  our  good  friends  and  colleagues  in  the 
House,  this  is  the  last  continuing  resolution  or  appropriations  in 
this  session  that  will  pass  the  Senate  without  substantial  Senate 
involvement. 

And  with  that,  my  thanks,  Mr.  Secretary,  and  next  we  will  hear 
from  a  panel  of  organizations  engaged  in  housing  and  community 
activities. 

Do  you  want  to  make  a  final  comment? 

Secretary  CiSNEROS.  Mr.  Chairman,  just  a  quick  sentence.  As  you 
know,  we  have  tried  to  listen  carefully  to  what  both  majority  and 
minority  Senators  have  said  to  us,  and  House  Members,  about  the 
direction  of  this  Department,  and  our  reinvention  effort  in  1995, 
which  you  were  immensely  helpful  in  guiding  and  shaping — and 
much  of  what  we  proposed  as  a  reinvention  is  in  this  appropria- 
tions measure  or  in  other  related  bills  you  have  been  part  of — con- 
tinues. We  are  doing  it  because  we  think  we  have  to  reshape  the 
Department. 

So  even  in  this  time  of  great  uncertainty  about  budgets,  we  are 
launching  forward  with  a  continuing  1996  work  at  the  margins  to 
continue  the  improvement. 

I  do  not  know  what  the  legislative  chances  for  it  are,  but  much 
of  the  philosophy  that  Senator  Mikulski  just  articulated — where 
people  should  work,  and  we  want  to  create  positive  incentives  and 
a  framework  of  rules  where  if  people  do  not  perform  they  are  not 
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entitled  to  public  benefits — is  in  this  document  that  I  want  to  leave 
with  you.  It  is  a  draft,  but  I  would  like  your  input  and  study  by 
your  staff  and  continuing  dialog  on  this. 

Senator  Bond.  We  appreciate  that,  Mr.  Secretary,  as  well  as 
your  cooperation.  We  do  nave  a  hand  in  some  authorizing  legisla- 
tion that  is  trying  to  get  there.  One  way  or  the  other  we  are  going 
to  get  there,  but  we  have  a  long  way  to  go,  and  my  thanks  to  you 
and  your  staff  for  your  cooperation. 

Senator  Mikulski.  Mr.  Chairman,  as  you  called  for  a  panel  of 
public  witnesses  I  am  going  to  have  to  excuse  myself.  I  have  been 
invited  to  participate  in  a  leadership  meeting  where  perhaps  we 
can  arrive  at  a  consensus  on  welfare  reform. 

Senator  Daschle  has  asked  me  to  meet  with  him,  as  the  only  so- 
cial worker  in  the  Senate,  to  talk  about  a  proposal  Senator  Dole 
has  offered.  Then  perhaps  we  could  come  to  an  agreement  and 
move  welfare  reform. 

I  would  like  to  participate  in  that  meeting,  and  I  will  be  back. 
You  will  be  hearing  from  Ms.  Patricia  Payne,  the  secretary  of  hous- 
ing for  Maryland,  representing  NAHRO.  As  you  know,  Maryland 
has  had  a  longstanding  tradition  of  excellent  secretaries  of  housing. 

Pat,  I  am  sorry  I  will  not  be  here,  but  if  we  can  get  welfare  re- 
form solved  in  a  way  that  it  is  neither  permissive  nor  punitive,  I 
think  it  is  worth  me  leaving.  I  will  catch  up  with  you  later. 

You  will  like  hearing  from  her. 

SUBMITTED  QUESTIONS 

Senator  Bond.  Thank  you.  Senator.  We  will  protect  your  inter- 
ests. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:] 

Questions  Submitted  by  Senator  Ben  Nighthorse  Campbell 

Question.  What  is  the  impact  of  the  Government  shutdown  having  on  Indian 
Housing  Authorities? 

What  percentage  of  their  operations  are  Indian  Housing  authorities  being  funded 
under  the  current  continuing  resolution? 

Answer.  90  percent 

Question.  Is  this  sufficient  for  them  to  manage  their  operations? 

Answer.  No.  The  10  percent  reduction  has  a  serious  impact  on  all  IHA's  oper- 
ations. IHA's  will  be  forced  to  operate  without  adequate  staff  and  training.  Also, 
they  will  be  unable  to  provide  the  necessary  maintenance  to  their  housing  inven- 
tory. 

Question.  What  is  happening  to  the  development  program  for  Indian  Housing  au- 
thorities under  the  current  continuing  resolution? 

Answer.  To  date,  the  lack  of  a  budget  for  Indian  Housing  Development  has  not 
had  a  significant  impact  on  the  ability  of  housing  authorities  to  develop  units.  Nor- 
mally, new  project  awards  are  made  in  May  or  June  after  which  housing  authorities 
begin  their  design  process  anticipating  construction  start  the  following  year. 

Question.  Are  there  any  delays  that  may  cause  serious  setbacks  for  the  IHA's  in 
places  like  Alaska  where  the  biulding  season  is  short? 

Answer.  No. 

If,  however,  full  authorization  does  not  occur  by  early  May,  or  if  piecemeal  con- 
tinuing resolutions  prevail  throughout  the  year,  there  will  be  delays  in  approving 
new  projects  which  will  ultimately  result  in  a  set-back  in  construction  starts.  This 
concern  will  be  particularly  acute  in  cold  weather  areas  where  site  construction 
must  be  completed  before  the  onset  of  bad  weather. 

Question.  What  steps  is  HUD  taking  to  assure  that  no  setbacks  occur  and  that 
the  development  process  continues? 
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Answer.  The  Department  is  currently  processing  the  Notice  of  Fund  Availabihty 
for  the  Indian  Housing  Development  program  to  enable  housing  authorities  to  sub- 
mit applications  anticipating  full  funding  by  Congress.  With  applications  in  hand, 
the  Department  will  be  better  prepared  to  approve  housing  applications  when  ap- 
propriation amounts  are  made  final. 

Question.  Are  there  any  IHA's  that  have  modernization  projects  being  halted,  mid- 
way, because  HUD  has  no  appropriation? 

Answer.  No 

Question.  What  is  HUD  doing  to  make  sure  that  projects  are  not  idle? 

Answer.  No  action  is  necessary  at  this  time.  IHAs  have  the  ability  to  proceed 
with  their  modernization  including  the  drawdown  of  funds. 

Question.  If  there  are  projects  3iat  are  idle,  have  HUD  officials  analyze  the  costs 
associated  with  bringing  these  projects  in  compliance  with  appropriate  timelines? 

Answer.  Not  an  issue. 

Although  no  projects  were  halted  or  were  idle  during  the  shutdown,  there  may 
have  been  IHA  delays  because  of  the  inability  to  receive  technical  assistance  from 
the  Area  Offices  of  Native  American  Programs  or  receive  approval  of  contract  docu- 
ments, when  necessary,  due  to  the  unavailability  of  staff.  At  this  time,  we  are  not 
aware  of  any  time  extensions  needed  to  complete  projects  based  on  the  above.  The 
current  continuing  resolution  will  have  an  impact  on  funding.  IHA's  will  not  be  able 
to  receive  funding  in  the  same  timely  manner  as  in  the  past.  For  many  IHA's,  mod- 
ernization will  have  to  wait  until  next  summer  because  of  weather  conditions.  This 
may  delay  programs  in  process,  especially  under  the  Comprehensive  Grant  Program 
where  IHA's  have  developed  five  year  plans  based  on  formula  funding. 


NONDEPARTMENTAL  WITNESSES 

STATEMENT  OF  RICHARD  C.  GENTRY,  EXECUTIVE  DIRECTOR,  RICH- 
MOND REDEVELOPMENT  AND  HOUSING  AUTHORITY,  RICH- 
MOND, VA 

STATEMENT  OF  CHRISTOPHER  S.  BOND 

Senator  BOND.  I  do  want  to  call  forward  Richard  Gentry,  presi- 
dent of  the  National  Association  of  Housing  and  Redevelopment  Of- 
ficials, and  executive  director  of  the  Richmond,  VA,  Redevelopment 
and  Housing  Authority. 

Joining  him  is  Michael  Bodaken,  president  of  the  National  Hous- 
ing Trust,  which  provides  technical  assistance  to  nonprofit  pur- 
chasers of  multihousing  developments,  and  as  Senator  Mikulski 
said,  Ms.  Patricia  J.  Payne,  the  secretary  of  housing  and  commu- 
nity development  for  Maryland,  representing  the  National  Council 
of  State  Housing  Agencies. 

Lady  and  gentlemen,  we  appreciate  your  willingness  to  join  us  on 
short  notice  to  give  the  perspective  from  the  real  world  on  how  the 
failure  to  enact  regular  appropriations  bills  affects  your  agencies 
and  the  housing  and  community  development  activities. 

You  have  seen  several  decades  of  growth  in  administrative  and 
statutory  regulation  of  the  activities,  along  with  increases  in  Fed- 
eral expenses. 

Now,  at  a  time  when  the  Federal  deficit  prohibits  further  con- 
tributions and  maybe  even  substantial  reductions,  I  think  the  pol- 
icy changes  need  to  come  along  with  those,  and  the  veto  of  the  bill 
was  a  double  whammy,  as  the  Secretary  has  already  pointed  out. 
You  get  less  money  but  the  same  level  of  regulations. 

I  would  appreciate  it  if  you  will  submit  for  the  record  and  give 
my  colleagues  on  the  committee  the  opportunity  to  read  your  full 
statements.  I  would  appreciate  it  if  you  could  perhaps  summarize 
your  statements,  and  let  us  begin  with  Mr.  Gentry. 

STATEMENT  OF  RICHARD  C.  GENTRY 

Mr.  Gentry.  Thank  you,  Mr.  Chairman.  It  is  good  to  be  here 
again.  I  appreciate  the  opportunity. 

My  name  is  Rick  Gentry,  and  I  am  the  executive  director  of  the 
Richmond,  VA,  Redevelopment  Housing  Authority,  and  I  am  here 
today  in  my  capacity  as  president  of  the  National  Association  of 
Housing  and  Redevelopment  Officials. 

NAHRO  is  a  national  organization  representing  more  than  9,000 
professionals  who  administer  the  housing  and  community  develop- 
ment programs  funded  by  this  subcommittee.  NAHRO's  members 
represent  more  than  1.7  million  units  of  public  housing,  over  1  mil- 
lion units  of  section  8  certificates  and  vouchers,  and  some  84,000 
other  units  of  assisted  housing. 
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In  addition,  NAHRO's  community  development  redevelopment 
members,  which  includes  Richmond,  serve  more  than  200  million 
people  with  programs  to  provide  affordable  housing  and  livable  con- 
ditions throughout  the  country,  so  we  do  represent  a  sizable  slice 
of  the  Nation  and  of  a  preponderance  of  the  programs  and  the  peo- 
ple affected  by  the  programs  that  are  funded  by  this  committee. 

I  also  might  point  out  that  the  programs  that  we  administer 
serve  the  Nation's  poorest  and  most  vulnerable  populations,  and  ul- 
timately the  people  we  serve  suffer  the  most  from  this  crisis.  These 
are  the  people  we  must  keep  in  mind  as  we  discuss  the  impact  of 
the  continued  stalemate  on  the  programs. 

If  the  Congress  wants  to  operate  on  a  series  of  continuing  resolu- 
tions— and  I  kidded  your  staff  person  yesterday  about  having  quar- 
terly resolutions  on  appropriations  instead  of  annual  appropria- 
tions now — our  agencies  will  attempt  to  adjust  as  best  we  can  as 
long  as  program  funds  are  part  of  these  resolutions,  but  I  need  to 
point  out  that  if  Congress  and  the  administration  continue  to  em- 
bark on  this  type  of  approach,  then  the  daily  operations  of  our  pro- 
grams will  function  much  the  same  way,  which  will  cause  a  good 
bit  of  programmatic  and  human  problems  in  our  local  communities. 

I  know  that  the  CR  did  pass  yesterday  on  the  other  side  of  the 
Hill  and  will  pass  today  on  this  side,  and  that  is  a  welcome  relief, 
but  it  is  a  short-term  relief,  and  I  would  strongly  encourage  that 
either  the  enactment  of  H.R.  2099,  the  VA,  HUD  and  Independent 
Agencies  Appropriations  Act  of  1996 — failure  to  enact  that  would 
be  devastating  potentially  for  housing  and  the  community  develop- 
ment agencies  throughout  the  country. 

We  believe  that,  although  it  is  a  significant  reduction  in  money 
from  previous  years,  that  given  the  temper  of  the  times  and  the  on- 
going issues  and  problems  up  here,  it  was  reasonable  for  our  mem- 
bership. 

And  I  might  point  out  that  if  that  bill  were  to  have  passed,  or 
something  similar  passes  in  the  future,  it  represents  only  about  90 
percent  of  the  funding  for  operating  subsidies,  which  is  the  main- 
stay for  public  housing  authorities  throughout  the  country,  and  this 
also  represents,  at  best,  the  third  year  in  a  row  that  we  have  re- 
ceived less  than  promised  and  mandated  by  the  Housing  Act  of 
1974,  which  is  funding  to  cover  our  continued  operations. 

We  lost  5  percent  last  year,  4  percent  the  year  before  that,  some 
10  percent,  at  best,  this  year,  so  we  are  already  being  shaved 
mightily  in  the  amount  of  moneys  that  we  need  to  operate  our  pro- 
grams, and  eventually  it  will  show.  I  will  give  you  an  example  why. 

Earlier  this  month,  NAHRO  hosted  a  meeting  of  our  national 
leadership  here  in  Washington,  and  during  the  course  of  that  meet- 
ing we  completed  a  very  quick  survey  of  our  membership  to  deter- 
mine the  impact  of  the  ongoing  budget  problems,  and  what  we  de- 
termined was  that  although  there  are  a  few  of  our  public  housing 
and  section  8  programs  that  could  survive  for  some  time  with  a 
continued  problem,  there  are  very  few  of  us  who  could  sustain  a 
level  of  service  for  much  longer  than  1  to  6  months.  That  rep- 
resents about  the-  amount  of  time  that  each  of  us  carries  operating 
reserves. 

As  a  matter  of  fact,  up  until  some  stop-gap  legislation  last  year, 
there  is  a  restriction  on  the  amount  of  operating  reserves  that  a 
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housing  authority  can  carry  which  at  maximum  will  cover  about  6 
months  of  operations,  so  that  we  do  not  have  the  kinds  of  ongoing 
funding  on-hand  to  carry  us  if  a  continued  appropriation  problem 
continues  to  exist. 

The  result  of  that  is  that  there  will  be  a  great  number  of  trou- 
bled housing  agencies  created  by  the  ongoing  budget  impasse,  and 
I  might  just  spend  a  minute  to  point  out  how  the  financial  con- 
struct works  for  our  industry  as  delineated  by  the  Housing  Act  of 
1974. 

Each  housing  authority  is  instructed  by  HUD  on  who  is  eligible 
for  admission  to  public  housing,  in  what  order  we  accept  and  admit 
families  into  public  housing,  and  how  we  charge  rent  to  families 
admitted  into  public  housing.  We  then  are  promised  by  the  Hous- 
ing Act  of  1974  that  the  difference  between  what  rent  is  paid  by 
these  families,  as  determined  by  the  Feds,  and  our  expenses,  as  de- 
termined by  a  mandated  HUD  formula,  the  difference  would  be 
covered  in  an  operating  subsidy. 

There  are  no  other  sources.  We  are  prohibited  by  law  from  rais- 
ing rent  to  our  tenants.  We  are  prohibited  by  law  from  altering  the 
mix  of  people  we  bring  in.  We  are  promised  by  law  the  difference 
in  subsidy. 

Now,  for  the  third  year  in  a  row,  we  are  not  going  to  get  that, 
and  with  the  ongoing  budget  impasse,  it  could  be  much  worse. 

According  to  the  public  housing  management  assessment  pro- 
gram standards  that.  Senator,  you  were  instrumental  in  developing 
some  years  ago,  it  is  shown  that  something  like  97  percent  of  the 
agencies  in  the  country  are  either  standard  or  high-performing 
agencies.  Only  a  small  number  are  troubled. 

What  will  happen  very  quickly,  and  it  will  occur  in  calendar  year 
1996  if  the  budgetary  impasse  is  not  resolved,  is  that  there  will  be 
wholesale  creation  of  troubled  agencies  out  there.  It  will  result,  be- 
cause we  will  stop  spending  money  on  maintenance,  which  is  typi- 
cally the  largest  controllable  part  of  our  budget — our  properties  will 
begin  to  get  into  real  terrible  condition,  and  we  will  eventually 
move  beyond  that  to  being  unable  to  meet  bills  that  come  in,  which 
will  result  in  potential  defaults,  and  the  Secretary  having  more 
than  just  Chicago  to  worry  about. 

PREPARED  STATEMENT 

So  we  are  on  the  verge  of  some  significant  problems,  caused  not 
by  the  performance  of  people  in  the  field  but  by  the  nature  of  the 
promise,  caused  by  the  relationship  occasioned  by  the  Housing  Act 
of  1974,  on  where  the  money  comes  from,  and  how  it  comes. 

I  will  be  glad  to  respond  to  any  questions  you  might  have,  sir. 

[The  statement  follows:] 

Prepared  Statement  of  Robert  C.  Gentry 

Good  morning,  Mr.  Chairman  and  members  of  the  subcommittee.  My  name  is 
Richard  Gentry.  I  am  the  executive  director  of  the  Richmond  Redevelopment  and 
Housing  Authority  and  I  am  here  today  in  my  capacity  as  president  of  the  National 
Association  of  Housing  and  Redevelopment  Officials  (NAHRO). 

NAHRO  is  a  national  organization  representing  more  than  9,300  professionals 
who  administer  the  housing  and  community  development  programs  funded  by  this 
subcommittee.  NAHRO's  members  represent  more  than  1,744,805  units  of  public 
housing,   1,090,582  units  of  section  8  certificates  and  vouchers,  and  83,959  other 
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units  of  assisted  housing.  In  addition,  NAHRO's  community  development/redevelop- 
ment members  serve  more  than  200  million  people  with  programs  to  provide  afford- 
able housing  and  livable  conditions. 

I  welcome  the  opportunity  to  discuss  with  you  our  concerns  about  the  impact  this 
budget  stalemate  is  having  on  our  membership  and  those  we  serve  nationwide.  It 
is  easy  for  me  to  say  that  there  is  a  great  deal  of  anxiety,  anger,  confusion,  frustra- 
tion and  fear  in  many  communities.  But  these  words  can  not  accurately  describe  the 
feelings  that  exist  within  communities. 

The  Nation's  housing  and  community  development  programs  we  administer  serve 
the  Nation's  poorest  and  most  vulnerable  populations.  Ultimately,  the  people  we 
serve  suffer  the  most  from  this  political  crisis.  These  are  the  people  we  must  keep 
in  mind  as  we  discuss  the  impact  of  this  stalemate  on  programs. 

If  Congress  wants  to  operate  on  a  series  of  continuing  resolutions,  our  agencies 
will  attempt  to  adjust  as  long  as  program  funds  are  part  of  those  resolutions.  But 
if  Congress  continues  to  embark  on  this  helter  skelter  approach,  the  daily  operation 
of  housing  and  community  development  programs  wUl  function  the  same  way  caus- 
ing additional  political,  programmatic  and  human  problems. 

With  the  exception  oi  agencies  funded  by  the  Office  of  Community  Planning  and 
Development  at  HUD,  agencies  with  January  1  program  start  dates  have  received 
sufficient  funds  to  cover  operating  subsidies  for  the  first  quarter  of  the  year.  The 
current  CR  also  provided  enough  funding  for  section  8  contract  renewals  through 
the  end  of  January. 

It  is  our  understanding  that  a  CR  is  under  consideration,  that  will  provide  funds 
to  agencies  to  cover  operating  subsidies  and  section  8  contract  renewals  set  to  expire 
through  March.  This  is  welcomed  news  to  the  agencies  that  administer  these  pro- 
grams. However,  we  will  continue  to  be  funded  at  levels  below  fiscal  year  1995  but 
with  the  same  level  of  regulatory  constraints. 

Anything  less  than  enactment  of  H.R.  2099,  the  VA,  HUD  and  Independent  Agen- 
cies Appropriations  Act  of  1996,  would  be  devastating  for  housing  and  community 
development  agencies.  In  a  politicallv  and  fiscally  charged  environment,  H.R.  2099 
proved  to  be  the  best  appropriation  bill  our  members  could  secure  that  provided  a 
combination  of  housing  and  community  development  program  funds  and  much  need 
relief  from  burdensome  regulations. 

Any  extension  of  funds  reduced  from  even  those  provided  in  H.R.  2099  need  to 
include  regulatory  relief  in  order  for  us  to  sustain  the  essential  services  we  are  pro- 
viding people. 

As  we  conclude  the  fourth  month  of  this  fiscal  year  without  permanent  appropria- 
tions, the  problems  in  distributing  community  development  furds  are  illustrative  of 
the  feeling  of  manv  of  our  members.  It  also  raises  a  number  of  legitimate  issues 
concerning  funds  allocated  under  a  CR  that  Congress  must  confront  as  we  continue 
to  operate  this  way. 

Because  CPD  programs  are  formula  driven,  HUD  is  concerned  that  a  continuing 
resolution  will  not  provide  enough  funds  for  it  to  accurately  determine  the  allocation 
levels  that  should  be  received  by  grantees.  For  HOME,  there  is  concern  that  a  com- 
munity that  receives  funds  as  a  participating  jurisdiction,  may  no  longer  meet  the 
threshold  demands  of  the  program  if  a  final  appropriations  bill  includes  funds  at 
less  than  the  $1.4  billion  approved  last  year.  The  locality  will  be  forced  to  return 
its  HOME  funds  which  coula  create  a  variety  of  legal,  poUtical  and  programmatic 
problems  for — HUD  and  the  local  community. 

For  community  development  agencies,  a  number  of  questions  arise:  If  funds  are 
not  allocated,  how  do  communities  plan  their  activities  for  the  year?  How  can  com- 
munities enter  into  agreements  with  private  developers,  etc.,  for  housing  rehabilita- 
tion, new  construction,  economic  development  or  the  other  program  activities  funded 
with  these  accounts?  What  will  happen  to  those  non-profits  that  rely  on  these  funds 
in  the  interim?  What  happens  if  funds  are  allocated  but  in  the  next  few  months, 
communities  are  told  they  must  retvun  a  portion  of  their  earlier  allocations? 

These  questions  are  truly  the  tip  of  the  iceberg.  For  section  8,  for  example,  what 
assurances  do  we  have  that  future  expiring  contracts  will  be  renewed  if  a  series  of 
CR's  is  our  fate  for  fiscal  year  1996?  If  this  stalemate  results  in  reducing  terms  of 
these  contracts  to  one  year,  will  it  make  the  program  obsolete?  For  how  long  can 
agencies  use  their  project  reserve  accounts? 

Earlier  this  month,  NAHRO  hosted  a  meeting  of  our  national  leadership.  During 
the  course  of  the  meeting,  NAHRO  completed  a  very  quick  survey  of  our  members 
to  determine  the  full  impact  of  this  buaget  fiasco.  Many  agencies  stated  that  they 
could  sioTvive  on  their  section  8  and/or  public  housing  reserves  for  only  a  few  months 
at  best  if  necessary.  There  were  a  few  that  could  sustain  their  level  of  services  for 
much  longer  period  of  time,  but  the  majority  could  only  survive  for  as  little  as  one 
month  to  six  months. 
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There  are  a  few  other  issues  that  need  to  be  addressed  by  this  subcommittee  as 
this  budget  stalemate  continues.  First,  I  cannot  emphasize  enough  the  importance 
of  regulatory  relief  as  we  progress  through  this  morass  called  a  budget  process.  The 
best  example  I  can  use  is  the  Revised  Annual  Contributions  Contract  (ACC)  that 
HUD  is  requesting  agencies  to  sign  by  January  31. 

As  the  subcommittee  is  aware,  all  agencies  must  sign  an  ACC  as  a  condition  of 
receiving  funds.  But  the  revised  ACC  commits  LHAS  to  a  standard  of  operation  that 
is  difficult  to  match  given  the  uncertainty  that  exist  this  year.  NAHRO  wants  to 
see  the  signing  date  extending  to  June  30.  One  of  the  reasons  is  very  simple.  How 
can  HUD  expect  us  to  commit  to  a  level  of  service  based  on  rules  and  funding  that 
are  undetermined  at  this  time? 

I  am  concerned  that  the  budget  stalemate  could  create  a  prescription  for  local 
housing  authorities  to  breach  their  ACC  through  no  fault  of  their  own.  Six  months 
to  1  year  from  now.  Congress  can  literally  find  itself  with  hundreds  of  "troubled 
agencies"  that  were  caused  by  the  current  budget  fiasco.  Some  housing  authorities 
will  be  unable  to  meet  the  basic  requirements  of  their  ACC  because  the  fiscal  cli- 
mate has  destabilized  their  operations.  Because  of  this  stalemate,  we  are  forced  to 
use  conservative  money  to  play  within  liberal  rules.  The  two  do  not  mix. 

Congress  needs  to  settle  its  differences  over  the  budget  so  housing  authorities  can 
determine  what  rules  will  govern  our  operations.  For  example,  H.R.  2099  provides 
much  needed  regulatory  relief  while  reducing  public  housing  funds.  The  regulatory 
provisions  within  the  bill  are  currently  in  limbo  until  a  budget  agreement  is 
reached.  These  regulatory  provisions  establish  a  certain  level  of  playing  field  that 
is  different  fi-om  the  playing  field  established  in  S.  1260,  the  Public  Housing  Reform 
and  Empowerment  Act  of  1995. 

S.  1260  contains  targeting  provisions  and  rent  restrictions  that  dictate  who  can 
be  served  and  limits  how  much  rent  housing  authorities  can  charge.  Will  the 
changes  within  H.R.  2099  govern  our  operations  or  will  S.  1260  be  our  guide?  Or 
will  the  provisions  contained  in  the  house  version  of  a  public  housing  reform  bill 
determine  the  rules  governing  our  programs? 

In  the  interim,  we  are  stuck  with  a  series  of  continuing  resolutions  that  make 
planning  at  the  local  level  almost  impossible. 

As  a  former  Grovernor,  you  understand  the  importance  of  a  consistent  revenue 
stream  to  the  planning  and  functioning  of  a  community.  The  inconsistency  of  the 
current  situation  is  simply  creating  havoc  that  will  become  more  evident  as  the 
stalemate  continues. 

Complicating  our  efforts  to  plan  for  the  next  fiscal  year,  is  our  inability  to  get  ac- 
curate information  from  Congress  or  HUD  on  what  we  can  expect.  We  receive  dif- 
ferent answers  to  the  same  question  fi"om  different  people  on  the  Hill  and  at  HUD, 
sometimes  during  the  course  of  the  same  day. 

In  conclusion,  I  would  urge  members  of  the  subcommittee  to  pursue  passage  of 
H.R.  2099  as  your  first  strategy.  If  that  proves  difficult  to  accomplish  in  the  current 
political  environment,  it  is  absolutely  critical  that  regulatory  relief,  in  addition  to 
the  funding  levels  contained  in  H.R.  2099,  be  part  of  the  continuing  resolutions  that 
are  passed. 

Senator  Bond.  Mr.  Gentry,  obviously  you  do  not  buy  the  line 
that  I  am  from  the  Federal  Government,  I  am  here  to  help  you. 
That  is  one  that  does  not  sell  too  well. 

STATEMENT  OF  MICHAEL  BODAKEN,  PRESIDENT,  NATIONAL  HOUSING 
TRUST 

Mr.  BODAKEN.  Senator  Bond,  thank  you  for  asking  the  National 
Housing  Trust  and  affording  us  an  opportunity  to  testify  before  you 
here  today  to  discuss  the  ramifications  of  an  incomplete  process 
and  the  need  for  a  complete  appropriations  bill  during  this  fiscal 
year,  and  the  implications  for  those  who  are  interested  in  preserv- 
ing federally  assisted  housing  stock. 

I  am  Michael  Bodaken.  I  am  head  of  the  National  Housing  Trust, 
and  we  serve  as  a  public  clearinghouse  for  nonprofits  and  residents 
who  are  interested  in  purchasing  the  stock.  We  assist  Hill  staff  in 
trying  to  discuss  policy  implications  of  various  legislative  proposals, 
and,  in  fact,  have  hands-on  technical  assistance  in  approximately 
seven  such  transactions  in  six  different  States  currently. 
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Senator,  I  speak  with  you  today  about  the  absolute  necessity  of 
what  has  been  articulated  earlier  today  about  the  need  for  the  leg- 
islative reforms  that  are  embodied  in  the  1996  VA,  HUD,  and  Inde- 
pendent Agencies  appropriations  bill,  particularly  those  that  affect 
LIHPRHA  or  the  preservation  act. 

I  must  confess  that  my  appearance  today  has  a  deja  vu-like  qual- 
ity to  it.  I  would  not  have  thought  that  I  would  have  come  to  Wash- 
ington to  appear  three  times  before  this  committee  without  seeing 
a  bill  enacted,  but  perhaps  as  the  rules  change  we  all  must  be  flexi- 
ble. 

We  all  know  now  that,  subsequent  to  my  earlier  testimony,  sub- 
sequent to  the  passage  of  the  bill,  the  President  did  veto  it,  but 
there  are  some  important  reforms  that  were  just  glossed  over  by 
the  Secretary  in  his  support  for  the  bill  on  preservation  that  I  want 
to  articulate  and  make  sure  are  on  the  record. 

No.  1,  there  was  adequate  funding  for  the  preservation  program, 
because  we  demonstrated  to  the  committee's  satisfaction  that 
vouchering  out  this  particular  housing  stock  was  both  penny-  and 
pound-foolish,  and  that  I  think  is  an  important  point  to  be  made 
here,  perhaps  not  well  articulated  before.  That  was  accomplished 
in  the  bill. 

Equally  important,  the  committee  decided  that  owners  who  did 
not  have  sufficient  value  in  their  homes  to  really  trigger  a  market- 
rate  rent  increase  should  not  avail  themselves  of  the  preservation 
program.  That  was  the  wasteful  part  of  the  preservation  program 
which  was  eliminated  in  part,  in  large  part  by  H.R.  2099,  which 
is  not  yet  effective  per  the  continuing  resolution  that  was  adopted 
last  night  by  the  House. 

Third,  the  committee  I  think  wisely  decided  to  target  sales  to 
nonprofit  and  resident  purchasers,  because  those  are  long-term 
committed  affordable  housing  users.  Attached  to  my  testimony  are 
letters  from  Republican  Congressmen,  Democratic  Congressmen, 
indicating  that  nonprofit  and  residential  purchasers  should  be  the 
first  in  to  try  to  preserve  this  housing,  because  they  will  be  able 
to  reduce  the  cost  of  preserving  stock  over  the  long  haul,  again 
something  that  is  in  H.R.  2099,  not  yet  law. 

And  then  finally,  there  was  a  provision  for  sufficient  vouchers  to 
cover  those  people  who  would  be  displaced  if  there  was  going  to  be 
a  prepayment  during  this  timeframe. 

None  of  the  statements  I  have  just  made  are,  of  course,  embodied 
in  the  continuing  resolution,  and  all  are  necessary  for  budgetary 
and  programmatic  reasons. 

But  it  is  never  over  until  it  is  over,  and  today  I  stand  with  you 
arguing  that  the  1996  appropriations  levels,  that  is,  for  our  preser- 
vation program,  that  is  a  fine  thing,  but  if  we  are  operating  under 
1995  rules,  all  of  the  things  that  Congress  embodied  in  H.R.  2099 
for  preservation  will  be  thwarted. 

I  do  not  believe  that  was  Congress'  intention.  I  do  not  believe  it 
was  the  administration's  intention.  It  is,  however,  an  unfortunate 
mishap  that  has  caught  us  in  the  crossfire,  if  you  will,  between 
Congress  and  the  administration. 

The  trust  represents,  as  I  mentioned,  seven  resident  groups,  en- 
dorsed purchasers,  nonprofits  who  are  purchasing  properties  in 
Florida,   North  Carolina,  Virginia,  Maryland,  Pennsylvania,   and 
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Texas,  and  in  each  one  of  those  cases  the  residents  that  we  work 
with  select  a  management  entity,  at  least  one-third  of  them  are  on 
the  board  of  the  purchasing  entity,  the  residents  select  the  consult- 
ants, the  residents  do  their  own  management  plan. 

In  none  of  the  cases  I  am  talking  about  are  we  able  to  go  to  them 
today  and  articulate  why  we  cannot  go  forward  with  the  purchase 
transaction. 

Senator,  it  may  sound — I  do  not  mean  it  to  sound  flip,  but  a  real 
estate  transaction  has  its  own  life.  It  is  not  dictated  by  the  budget 
impacts,  and  the  owners  who  we  are  working  with  are  frankly  very 
concerned  that  there  will  not  be  a  budget  deal  or  a  HUD  appropria- 
tions vehicle  this  year. 

If  I  cannot  say  to  them  honestly  that  I  believe  that  that  will  take 
place,  they  will  walk.  The  fragile  deals  that  we  have  been  involved 
in  for  over  2  years  to  get  to  this  point  will  crater,  and  residents 
will  be  harmed,  communities  will  be  harmed,  and  I  think  the  hous- 
ing stock  will  be  lost. 

So  I  do  not  mean  to  paint  a  total  sky-is-falling  picture,  but  I 
think  it  is  important  to  articulate  that  we  put  together  those  re- 
forms because  of  these  sales  that  were  coming  forward  to  this 
point,  and  they  are  continuing. 

Nothing  has  changed  about  the  need  to  preserve  that  housing. 
Nothing  has  changed  about  the  residents'  interest  in  purchasing 
the  housing.  Nothing  has  changed  thus  far  about  the  owners'  will- 
ingness to  deal  with  us  in  good  faith,  but  we  are  reaching  the  point 
where  we  need  to  have  some  articulation  of  the  rules  that  are  em- 
bodied in  H.R.  2099  to  make  sure  this  housing  stock  is  saved  and 
the  residents  and  nonprofits  we  represent  are  able  to  conclude 
those  transactions. 

I  will  close  with  one  thing  that  was  mentioned  by  both  the  Sec- 
retary and  I  think  will  be  mentioned  later  on.  The  contract  renew- 
als for  section  8  and  the  other  existing  housing  stock  and  part  of 
this  stock  as  well,  the  postrescission  levels  I  just  noted  in  my  notes 
for  fiscal  year  1995  were  something  like  $2,159  billion.  The  sub- 
committee and  conference  reported  out  today  a  $4.35  billion  level 
because  of  all  the  units  that  are  up  for  renewal  this  year. 

Again,  the  uncertainty  and  anxiety  of  both  owners,  nonprofit 
owners  and  for-profit  owners  of  this  stock  is  somewhat  imperiled 
by  not  knowing  what,  in  fact,  is  going  to  take  place  over  the  long 
haul. 

PREPARED  STATEMENT 

I  know  that  you  agree  that  nonprofits  and  residents  should  not 
be  put  in  the  place  we  are  in.  I  do  not  believe  anyone  in  Congress 
really  does,  but  you  have  asked  me  to  comment  frankly  about  what 
position  we  are  in,  and  I  think  it  is  only  fair  that  I  tell  you  that 
we  are  between  a  bit  of  a  rock  and  a  hard  place,  and  we  are  trying 
to  figure  out  a  way  to  get  out  of  it. 

Thank  you. 

[The  statement  follows:] 
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Prepared  Statement  of  Michael  Bodaken 
executive  summary 

Today's  testimony  covers  four  discrete  areas: 

I.  Articulation  of  the  Need  for  (a)  Full  Funding  for  LIHPRHA  for  this  fiscal  year 
and  (b)  the  Program  Reforms  Targeting  Sales  to  Nonprofit  Purchasers  and  Protect- 
ing Residents  in  the  Event  of  Prepayment.  Failure  to  fund  the  program  and  adopt 
the  program  reforms  will  inevitably  lead  to  displacement  and  the  loss  of  thousands 
of  units  of  affordable  housing.  The  adoption  of  a  "Continuing  Resolution"  absent 
both  the  funding  level  and  the  reforms  incorporated  in  H.R.  2099  imperils  the  abil- 
ity of  nonprofit  and  resident  purchasers  to  preserve  affordable  housing  at  an  accept- 
able cost. 

II.  Observe  that  the  Abrupt  Interruption  of  the  Multifamily  Preservation  Program 
Most  Profoundlv  Impacts  Nonprofit  and  Resident  Council  Purchasers  Who  Have 
Spent  Thousands  of  Dollars  ana  Hours  to  Preserve  This  Community  Resource. 

III.  Explain  Why  the  Capital  Grant  Is  the  Most  Cost  Effective  Means  to  Preserve 
this  Mixed  Income  Housing  Stock. 

rV.  Explain  the  Need  to  Fund  Section  8  Contract  Renewals  During  the  Remainder 
of  this  fiscal  year.  Failure  to  Do  So  Will  Trigger  Massive  Defaults  and  Displace- 
ment. 

/.  It  is  essential  to  fully  fund  title  VI  sales  during  the  remainder  of  fiscal  year  1996. 
The  Conference  Committee  adopted  budget  reforms  which  made  the  program  less 
expensive.  The  bill  modified  the  preservation  law  in  the  following  important  ways: 
— Clear  priority  for  sales  to  nonprofit  and  tenant  purchasers.— Funaing  was  lim- 
ited till  July  1,  1996  to  sales  of  projects  to  nonprofit  buyers.  Notably,  HUD  has 
agreed  to  fund  current  sales  under  a  "capital  grant"  provision  embedded  in  cur- 
rent law.  This  should  result  in  approximately  12,500  units  of  sales  this  fiscal 
year,  depending  on  the  speed  of  HUD  processing.  The  grant  includes  up  fi-ont 
payment  for  acquisition,  rehab  and  transaction  costs. 
— Tenant  assistance  upon  prepayment. — Where  prepayment  occurs,  residents  are 
entitled  to  so-called  "sticky'  vouchers,  i.e.,  the  resident  should  be  able  to  stay 
in  the  housing  even  if  the  "street  rent"  for  the  housing  is  in  excess  of  the  Fair 
Market  rent. 
Thus,  in  order  to  prevent  displacement  and  achieve  long  term  budget  savings,  the 
Senate  and  House  deliberately  chose  to  target  sales  to  nonprofit  purchasers,  protect 
residents  from  displacement  and  provide  the  funding  necessary  to  achieve  these  ob- 
jectives. 

During  negotiations  between  the  Senate  and  House  on  the  required  level  of  fund- 
ing and  program  reforms,  Representatives  and  Senators  from  both  parties  urged 
adequate  funding  for  the  program  and  that  nonprofit  and  resident  purchasers  be 
prioritized.  Senator  Craig  (R-ID)  noted  that  the  capital  grant  "approach  would  be 
the  best  way  to  benefit  buyers  and  sellers,  as  well  as  taxpayers  and  low  income  ten- 
ants." Senator  Kempthorne  (R-ID)  observed  that  "many  of  these  properties  *  *  * 
are  in  the  process  of  negotiating  closures  with  nonprofits  *  *  *  "  Congressmen  Bunn 
(R-OR)  observed:  "I  am  concerned  about  the  nonprofits  who  have  been  working 
under  LIHPRHA  to  purchase  properties  and  preserve  them  as  permanent  affordable 
housing."  Congressman  Lazio,  Chair  of  the  House  Subcommittee  on  Housing  and 
Community  Opportunity  (R-NY)  asked  for  changes  to  preservation  that  would  en- 
sure that  ''capital  grants  are  used  for  sales  to  nonprofits."  Congressman  Henry  Hyde 
(R-IL)  agreed,  saying  that  "  *  *  *  a  more  effective  LIHPRHA  program  ♦  ♦  ♦  should 
focus  on  transfers  to  nonprofit  and  resident  ownership  groups  rather  than  on  refi- 
nancing ♦  *  *  "  Congressman  "Doc"  Hastings  (R-WA)  observed  that  owners  of  prop- 
erties in  his  district  were  "negotiating  closures  with  nonprofit  organizations  or  other 
resident  groups.  If  we  do  not  make  funds  available  for  these  projects,  the  availabil- 
ity of  low  income  housing  will  decrease  because  many  owners  will  prepay  their 
mortgages  instead  of  negotiating  with  these  organization.'^."  (See  Exhibit  1). 

//.  Nonprofit  purchasers  have  invested  substantial  investments  of  work  and  money 
into  making  these  units  permanently  affordable. 
With  the  adoption  of  H.R.  2099,  Congress  embraced  the  policy  imperative  that 
with  a  sale,  a  relatively  better  result  was  achieved — the  transfer  of  this  unique 
housing  resource  into  the  hands  of  nonprofits  and  residents  committed  to  keeping 
the  resource  affordable  over  the  long  haul.  The  Trust  represents  7  nonprofit  and 
resident  groups  who  intend  to  purchase  these  properties.  'The  Trust  and  our  clients 
have  invested  literally  thousands  of  hours  in  our  efforts  to  purchase  these  prop- 
erties. In  each  case  of  our  representation,  the  nonprofit  has  been  endorsed,  in  writ- 
ing, by  the  residents  at  least  twice:  once  to  apply  for  a  grant  to  complete  the  pur- 
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chase  and  once  to  approve  the  bona  fide  offer  to  the  owner.  In  each  case  at  least 
one  third  of  the  board  purchasing  the  property  will  be  comprised  of  residents.  Resi- 
dents are  involved  in  hiring  the  consultants,  hiring  a  management  agent,  setting 
house  rules,  etc.  This  is  prima  facie  evidence  of  the  residents'  intent  to  not  only  stay 
but  to  participate  in  the  ownership  and  management  of  their  homes.  They  have 
fought  hard  to  preserve  the  sales  option.  Failure  to  target  sales  to  nonprofits  essen- 
tially eliminates  that  option  for  many  owners  and  buyers.  While  the  refinance  op- 
tion should  remain  available.  Congress  made  plain  that  the  sales  to  nonprofits 
should  be  targeted.  This  must  be  incorporated  in  any  new  CR  or  Appropriations  ve- 
hicle. 

III.  The  capital  grant  approach  is  the  best  vehicle  for  preserving  these  mixed  income 
developments  which  serve  as  a  unique  community  resource. 

The  capital  grant  concept  is  straightforward.  This  proposal  would  substitute  a  di- 
rect capital  grant  for  the  insured  second  mortgage  financing  for  equity  take  out,  ac- 
quisition and  rehabilitation.  By  contrast,  the  refinancing  option  requires  additional 
Section  8  subsidies  to  finance  a  new  HUD  insured  loan. 

It's  totally  contrary  to  the  drive  to  a  balanced  budget  to  create  a  new  entitlement: 
new  vouchers  for  tens  of  thousands  of  families  who  are  presently  unassisted.  Once 
this  rental  assistance  is  provided,  will  it  be  removed?  What  residents  fear  and  that 
Congress  will  come  to  regret,  is  that  each  year  there  will  be  intense  pressure  to 
renew  the  vouchers  for  existing  households  and,  as  now,  there  will  be  uncertainty 
every  September  until  Congress  adopts  appropriations  for  the  following  year.  By  the 
year  2000,  the  voucher  cost  will  actually  exceed  the  preservation  cost! 

IV.  Approximately  100,000  LMSA  and  section  8  NC/SR  units  expire  during  fiscal 
year  1996.  Failure  to  renew  LMSA  units,  which  are  typically  below  FMR,  is  both 
costly  and  poor  public  policy. 

The  Conference  Report  (p.  3)  provides  $4.35  billion  for  renewing  or  terminating 
expiring  Section  8  project  and  tenant  based  contracts.  The  absence  of  the  appropria- 
tions set  aside  for  LMSA  and  Section  8  NC/SR  contract  renewals  in  H.R.  2099  will 
trigger  both  displacement  and  defaults.  The  post  rescission  fiscal  year  1995  program 
levels  for  Section  8  Contract  renewals  is  $2,159  billion.  Assuming  a  75  percent  fund- 
ing level  for  fiscal  year  1996  yields  a  Contract  renewal  amount  of  merely  $1.62  bil- 
lion! Over  90  percent  of  the  contracts  that  expire  this  fiscal  year  are  in  the  older 
assisted  housing  stock  and  are  typically  below,  not  above,  fair  market  rent.  Hence, 
renewal  is  very  cost  effective  vis  a  vis  vouchers  for  this  set  of  units. 

CONCLUSION 

The  Trust  urges  the  Senate  Subcommittee  on  HUD,  VA  and  Independent  Agen- 
cies Appropriations  to  include  within  any  new  appropriations  measure  or  re-fash- 
ioned Continuing  Resolution: 
— Full  funding  for  Preservation  at  a  level  of  $624  million  and  the  program  reforms 
targeting  sales  to  nonprofits  and  providing  vouchers  to  tenants  as  agreed  upon 
by  the  conferees  in  H.R.  2099;  and 
— Renewal  of  Section  8  contracts  per  the  terms  of  H.R.  2099. 

FULL  STATEMENT  OF  MICHAEL  BODAKEN 

Senator  Bond,  members  of  the  Subcommittee,  thank  you  for  inviting  the  National 
Housing  Trust  to  participate  in  this  hearing  today.  My  name  is  Michael  Bodaken 
and  I  am  the  President  of  the  National  Housing  Trust,  a  national  nonprofit  organi- 
zation formed  in  1986,  dedicated  exclusively  to  the  preservation  of  affordable  hous- 
ing. Our  board  of  directors  includes  representatives  of  all  major  interests  in  the 
preservation  area,  including  tenant  advocates,  owners  and  managers,  state  housing 
agencies,  national  and  regional  nonprofit  intermediaries,  housing  scholars  and  other 
housing  professionals  who  care  deeply  about  protecting  this  irreplaceable  resource. 
The  Trust  was  active  in  mediating  the  disparate  interests  of  the  housing  community 
during  the  1990  LIHPRHA  debate  and  provided  technical  support  to  Hill  staff  on 
the  1992,  1994  and  proposed  1995  amendments  to  LIHPRHA. 

The  organization  serves  as  an  informational  clearinghouse  on  program  develop- 
ments for  the  public  and  private  sector.  In  addition  to  its  public  policy  and  program 
monitoring  role,  the  Trust  provides  technical  assistance  to  resident  endorsed  non- 
profits on  sale  transactions.  Finally,  at  HUD's  request,  in  1994  the  Trust  held  a  se- 
ries of  working  sessions  throughout  the  United  States  to  simplify  the  program  and 
reduce  its  cost  to  the  American  taxpayer.  The  Trust  actively  participated  in  the 
preservation  debate  that  led  to  the  preservation  reforms  emboied  in  H.R.  2099. 
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INTRODUCTION 


Today's  testimony  covers  four  discrete  areas: 

I.  Articulation  of  ihe  need  for  full  funding  of  LIHPRHA  for  this  fiscal  year  and 
(b)  the  program  reforms  targeting  sales  to  nonprofit  purchasers  and  protecting  resi- 
dents in  the  event  of  prepayment.  Failure  to  fiind  the  program  and  adopt  the  pro- 
gram reforms  will  inevitably  lead  to  displacement  and  the  loss  of  thousands  of  units 
of  affordable  housing.  The  adoption  of  a  "Continuing  Resolution"  absent  both  the 
funding  level  and  the  reforms  incorporated  in  H.R.  2099  imperils  the  ability  of  non- 
profit and  resident  purchasers  to  preserve  affordable  housing  at  an  acceptable  cost. 

II.  Observe  that  the  adoption  of  1996  funding  levels  without  the  reforms  targeting 
sales  to  nonprofit  and  resident  purchasers  most  profoundly  impacts  nonprofit  and 
resident  council  purchasers  who  have  spent  thousands  of  dollars  and  hours  to  pre- 
serve this  community  resource. 

III.  Explain  why  the  Capital  grant  proposal  is  the  most  cost  effective  means  to 
preserve  this  mixed  income  housing  stock  which  is  serving  residents  of  all  incomes 
in  urban,  suburban  and  rural  areas  alike; 

rV.  Explain  the  need  to  fund  section  8  contract  renewals  during  the  remainder 
of  this  fiscal  year.  Failure  to  do  so  will  result  in  massive  defaults  and  displacement. 

I.  It's  essential  to  fully  fund  title  VI  sales  during  the  remainder  of  fiscal  year  1996 
under  the  program  reforms  embodied  in  H.R.  2099. 
On  November  17,  1995  the  Senate  and  House  Conferees  on  HUD-VA  and  Inde- 
pendent Agencies  adopted  the  fiscal  year  1996  appropriations  measure  for  HUD 
(H.R.  2099).  For  LIHPRHA,  the  Conference  Committee  provided  funding  of  approxi- 
mately $624  million.  This  fiinding  should  save,  per  HUD's  estimate,  at  least  22,000 
at-risk  units  this  year  and  protect  tens  of  thousands  of  residents  from  displacement. 
Apart  from  providing  an  adequate  sum  for  LIHPRHA,  the  bill  modified  the  preser- 
vation law  (the  preservation  "provisos"  are  at  pp.  4-6  of  H.R.  2099  and  the  descrip- 
tion is  at  pp.  47-48)  in  the  following  important  ways: 
— Clear  priority  for  sales  to  nonprofit  and  tenant  purchasers. — Funding  was  lim- 
ited till  July  1,  1996  to  sales  of  projects  to  nonprofit  buyers.  Owners  who  have 
not  filed  a  timely  notice  of  sale  have  until  Marcn  1,  1996  to  change  their  inten- 
tion from  "stay  in"  to  "sell."  Notably,  HUD  has  agreed  to  fund  current  sales 
under    a    "capital    grant"    provision    embedded    in    current    law,    12    U.S.C. 
4110(d)(B)(3)(B).  This  should  result  in  approximately  12,500  units  of  sales  this 
fiscal  year,  depending  on  the  speed  of  HUD  processing.  The  grant  includes  up 
front  payment  for  acquisition,  rehab  and  transaction  costs. 
— Tenant  assistance  upon  prepayment. — Where  prepajmtient  occurs,  residents  are 
entitled  to  so-called  "sticky'  vouchers,  i.e.,  the  resident  should  be  able  to  stay 
in  the  housing  even  if  the  "street  rent"  for  the  housing  is  in  excess  of  the  Fair 
Market  rent. 
— Minimum  equity  for  participation. — ^The  universe  of  "eligible  properties"  are 
those  with  equity  above  the  least  of  the  following:  $5,000/equity/unit,  $500,000/ 
equity/project,  or  8  times  FMR/unit  for  the  locality  in  which  the  property  is  lo- 
cated (this  last  measure  is  intended  to  assist  preservation  of  rural  properties 
in  areas  of  relatively  low  FMR).  This  reform  prevents  those  who  could  not  have 
prepaid  their  mortgages  from  obtaining  the  benefits  of  the  program; 
— Technical  assistance. — Up  to  $10  million  will  be  set  aside  for  technical  assist- 
ance for  predevelopment  expenses  or  to  build  capacity  to  purchasers.  This  is  es- 
sential to  compliment  the  priority  given  to  fund  nonprofit  and  resident  pur- 
chases. 
—HUD  discretion  funds  remaining  after  July  1,  1996. — ^The  Secretary  of  HUD 
may  determine  priorities  for  distributing  available  funds,  including  providing 
vouchers  to  displaced  tenants  and  to  projects  that  have  not  been  funded  by  that 
date  but  which  have  approved  Plans  of  Action.  These  are  the  so-called  "stay- 
in"  approved,  but  unfunded  funded  Plans  of  Action.  Additionally,  after  July  1, 
1996  the  Secretary  may  impose  a  moratorium  on  applications  for  further  fund- 
ing and  prioritize  funding  for  other  miscellaneous  priorities. 
Thus,  in  order  to  prevent  displacement  and  achieve  long-term  budget  savings  the 
Senate  and  House  deliberately  chose  to  make  reforms  which  target  sales  to  non- 
profit purchasers,  protect  residents  fi^m  displacement  and  provide  the  funding  nec- 
essary to  achieve  these  objectives.  Despite  tne  budget  impasse,  the  National  Hous- 
ing Trust  urges  the  Senate  and  House  to  pass  an  appropriations  vehicle  incorporat- 
ing these  important  reforms  for  this  fiscal  year. 

History  of  H.R.  2099  and  the  appropriation  of  $624  million  for  LIHPRHA. — It  may 
be  helpful  to  summarize  how  Congress  determined  that  Preservation  should  be 
funded  at  the  $624  million  level  for  fiscal  year  1996,  targeting  sales  to  nonprofit  and 
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resident  endorsed  purchasers,  and  providing  for  a  voucher  level  that  prevents  dis- 
placement. 

The  House  of  Representatives  originally  set  aside  $200  million  for  the  program 
and  asked  that  the  Senate  "reform"  the  present  program.  Congress  ultimately  deter- 
mined that  there  should  be  full  funding  for  Preservation,  that  sales  to  nonprofits 
should  be  targeted,  and  that  tenants  in  properties  where  owners  prepaid  would  be 
given  vouchers  protecting  them  from  displacement.  These  reforms  of  the  program 
are  embodied  in  H.R.  2099.  (By  contrast,  these  reforms  are  not  yet  included  in  the 
Continuing  Resolution  being  considered  by  Congress.  A  Continuing  Resolution  is  a 
useful  short-term  political  vehicle.  It  is,  however,  a  somewhat  blunt  means  to  fund 
housing  programs  for  this  fiscal  year,  obliterating  the  deliberate  program  reforms 
adapted  in  H.R.  2099). 

During  negotiations  between  the  Senate  and  House  on  the  required  level  of  fund- 
ing and  piogram  reforms.  Representatives  and  Senators  from  both  parties  urged 
adequate  funding  for  the  program  and  that  nonprofit  and  resident  purchases  be 
prioritized:  In  the  Senate  a  Sign-on  letter  was  sent  to  the  Subcommittee  supporting 
an  appropriation  level  of  $624  million.  Senator  Bennett  urged  full  funding  on  the 
Senate  floor.  Senators  Craig  and  Kempthorne  urged  full  funding,  especially  for  the 
then  "Senate  position"  of  funding  at  $624  million.^ 

The  position  adopted  in  H.R.  2099  is  totally  consistent  with  the  level  of  funding 
essential  to  funding  LIHPRHA  transactions  during  the  remainder  of  this  fiscal  year 
and  the  prioritization  of  sales  to  nonprofits  and  resident  endorsed  groups.  According 
to  HUD's  own  estimates,  over  17,000  sales  units  were  past  the  appraisal  stage  as 
of  September,  1995.  In  addition  to  the  5,000  sales  units  with  approved  but  unfunded 
Plans  of  Action,  owners  of  developments  containing  an  estimated  12,000  units  had 
already  submitted  a  Plan  of  Action  or  were  negotiating  with  or  seeking  buyers  at 
that  time.  Additionally,  many  owners  who  had  sought  to  refinance  are  considering 
sale.  Failure  to  provide  this  funding  places  tenants,  owners  and  nonprofit  pur- 
chasers in  an  impossible  position  and  risks  losing  tens  of  thousands  of  affordable 
housing  units. 2 

Thus  the  need  for  the  full  appropriation  this  fiscal  year  is  based  upon  the  large 
number  of  projects  which  have  closed  but  are  not  funded  and  others  that  will  soon 
be  ready  to  close.  The  priority  of  sales  to  nonprofits  reflected  Congress  belief  that 
sales  with  grants  to  committed  nonprofits  and  resident  purchasers  would  better  en- 
able this  housing  stock  to  remain  affordable  long  term.  The  need  to  transfer  this 
housing  to  nonprofits  and  residents  has  not  diminished,  nor  been  modified,  by  the 
Administration  s  failure  to  agree  with  Congress  on  a  budget.  Nor  has  the  bi-partisan 
support  for  the  Preservation  program,  expressed  in  numerous  phone  calls  and  let- 
ters from  residents,  nonprofits,  governors,  Congresspersons,  and  Senators  from 
throughout  the  nation. ^  I  believe  that  members  of  the  Subcommittee  agree  that  resi- 
dents and  nonprofit  purchasers  should  not  be  caught  in  the  crossfire  between  Con- 
gress and  the  Admimstration. 

Any  proposal  to  modify  preservation  must  take  into  account  the  existing  pipeline 
and  the  current  participants  in  the  program,  particularly  nonprofit  and  resident  en- 
dorsed purchasers. — The  vast  majority  of  the  likely  participants  in  the  program  are 
already  active  in  the  pipeline.  It  is  essential  that  a  viable  preservation  option  be 
maintained.  Otherwise,  due  to  the  fi^stration  of  many  owners,  particularly  those 
owners  who  are  seeking  to  sell  their  properties,  if  there  is  a  gap,  massive  prepay- 
ments will  occur  as  the  private  sector  seeks  to  maximize  its  return. 

The  Trust  urges  the  Subcommittee  to  both  provide  full  funding  and  "target"  sales 
transactions  (as  articulated  in  H.R.  2099)  for  the  reasons  the  Senate  and  House  did 
so  before;  i.e.,  sales  transactions  are  much  more  fragile  (owners  will  walk  unless  as- 
sured there  is  a  reasonable  likelihood  of  closing),  residents  and  nonprofits  have  ex- 
E ended  countless  hours  and  funds  getting  to  this  point,  and  nonprofit  ownership 
elps  assure  long-term  affordability  of  these  properties. 

Much  has  been  said  about  the  "queue,"  i.e.,  the  unfunded,  but  approved  Plans  of 
Action.  The  Trust  has  scrutinized  HUD's  data  and  determined  that  outside  the 
"queue,"  fully  50  percent  of  the  properties  which  will  close  in  fiscal  year  1996  are 


'  Attached  are  letters  from  Congressmen  and  Senators  supporting  full  funding  for  LIHPRHA 
and  especially  protecting  projects  which  are  currently  being  purchased  by  nonprofits  throughout 
the  United  States.  See  Exhibit  1. 

2  The  source  for  this  analysis  is  HUD's  Preservation  Pipeline  Analysis  and  the  Preservation 
Budget  Authority  Options  presented  to  the  Subcommittee  in  November  as  well  as  the  data  pre- 
sented to  the  Subcommittee  in  the  Trust's  analysis  of  the  HUD  data  dated  November  9,  1995. 
I  know  of  no  more  reliable  data  estimates  of  the  approaching  pipeline.  These  documents  are  at- 
tached to  the  testimony  as  Exhibit  3. 

3  Exhibit  2  provides  articles  from  all  over  the  United  States,  asking  that  the  preservation  pro- 
gram be  maintained. 
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for  sales  to  priority  purchasers.  Fifty-nine  percent  of  this  number  are  sales  prop- 
erties where  an  owner  must  first  offer  the  property  to  a  resident  endorsed  nonprofit 
or  resident  council. 

Nonprofit  purchasers  have  invested  substantial  investments  of  work  and  money 
into  making  these  units  permanently  affordable.  The  Trust,  for  example,  represents 
seven  nonprofit  and  resident  groups  who  intend  to  purchase  these  properties.  The 
Trust  and  our  clients  have  invested  literally  thousands  of  hours  in  our  efforts  to 
purchase  these  properties.  Failure  to  prioritize  sales  to  nonprofits  will  have  truly 
profound  and  harmful  impacts  on  our  efforts  to  empower  residents  and  save  commu- 
nities. 

In  each  case  of  our  representation,  the  nonprofit  has  been  endorsed,  in  writing, 
by  the  residents  at  least  twice:  once  to  apply  for  a  grant  to  complete  the  purchase 
and  once  to  approve  the  bona  fide  offer  to  the  owner.  In  each  case  at  least  one-third 
of  the  board  purchasing  the  property  will  be  comprised  of  residents.  Residents  are 
involved  in  hiring  the  consultants,  hiring  a  management  agent,  setting  house  rules, 
etc.  This  is  prima  facie  evidence  of  the  residents'  intent  to  not  only  stay  but  to  par- 
ticipate in  the  ownership  and  management  of  their  homes.  It  seems  manifestly  un- 
just to  now  eviscerate  the  preservation  program  created  to  empower  residents  to 
preserve  these  properties. 

Section  220(d)(3)(B)  of  the  1990  Act  authorizes  a  capital  grant  for  priority  pur- 
chasers to  cover  acquisition,  rehabilitation  and  other  expenses  in  an  amount  equal 
to  the  Section  8  FMR  over  10  years  (or  for  a  longer  period,  if  necessary,  to  cover 
the  costs  identified  in  the  law  elsewhere).  In  that  sense,  capital  grant  is  only  "new" 
for  stay-in  owners  and  other  qualified  purchasers.  The  present  regulations  and  law 
thus  provide  a  transition  to  capital  grant  for  sales  to  resident  endorsed  and  other 
priority  purchasers.  By  contrast,  there  is  no  apparent  ability  for  HUD  to  fund  refi- 
nances without  expending  large  amounts  of  ongoing  Section  8  subsidies.  Indeed,  res- 
toration of  the  prepayment  right  and  the  targeting  of  sales  to  nonprofits  was  the 
balanced  result  adopted  in  H.R.  2099. 

During  the  appropriations  debate,  many  in  Congress  asked  that  prioritization  for 
sales  to  nonprofits  be  embodied  in  H.R.  2099.  Senator  Craig  (R-ID)  noted  that  the 
capital  grant  "approach  would  be  the  best  way  to  benefit  buyers  and  sellers,  as  well 
as  taxpayers  and  low  income  tenants."  Senator  Kempthorne  (R-ID)  observed  that 
"many  of  these  properties  ♦  *  *  are  in  the  process  of  negotiating  closures  with  non- 
profits *  *  *."  Congressmen  Bunn  (R-OR)  observed:  "I  am  concerned  about  the  non- 
profits who  have  been  working  under  LIHPRHA  to  purchase  properties  and  pre- 
serve them  as  permanent  affordable  housing."  Congressman  Lazio,  Chair  of  the 
House  Subcommittee  on  Housing  and  Community  Opportunity  (R-NY)  asked  for 
changes  to  preservation  that  would  ensure  that  'capital  grants  are  used  for  sales 
to  nonprofits."  Congressman  Henry  Hyde  (R-IL)  agreed,  sajdng  that  "  ♦  ♦  ♦  a  more 
effective  LIHPRHA  programs  *  *  *  should  focus  on  transfers  to  nonprofit  and  resi- 
dent ownership  groups  rather  than  on  refinancing  *  *  *  "  Congressman  "Doc" 
Hastings  (R-WA)  observed  that  owners  of  properties  in  his  district  were  "negotiat- 
ing closures  with  nonprofit  organizations  or  other  resident  groups.  If  we  do  not 
make  funds  available  for  these  projects,  the  availability  of  low  income  housing  will 
decrease  because  many  owners  will  prepay  their  mortgages  instead  of  negotiating 
with  these  organizations."  (See  Exhibit  3). 

The  Trust's  forecast  of  the  funding  needs  for  preservation  for  this  fiscal  year. — 
Since  the  Trust's  and  HUD's  original  nvunbers  were  generated  last  November,  HUD 
has  funded  some  of  the  46  properties  which  had  mortgages  eligible  for  prepayment 
as  of  December  1,  1995.  HUD  estimated  the  total  cost  of  the  46  properties  to  be 
$175  million.  Of  that,  $68  million  has  been  recaptured  for  funding,  leaving  $107  mil- 
lion necessary  to  fund  the  balance. 

Additionally,  the  Trust  estimates  that  approximately  10,000  sales  units  will  be 
ready  to  close  during  fiscal  year  1996.  The  cost  to  fiind  these  is  approximately 
$26,600  per  unit.  The  total  amount  for  sales  is  therefore  $266,000,000  plus 
$107,000,000,  equaling  $373,000,000.  Many  owners  who  had  considered  refinancing, 
and  who  had  advanced  to  the  Plan  of  Action  stage,  may  switch  to  sales.  A  conserv- 
ative estimate  is  that  25  owners,  representing  some  2,500  units  would  switch  to 
sales  this  fiscal  year.  The  total  cost  of  these  "switchers"  is  approximately 
$66,000,000.  The  cost  estimate  would  change  fi-om  a  total  of  $92,000,000  for  refi- 
nances in  the  queue  to  $58  million  (4,400  units  of  refinances)  -I-  $66  million  (4,400 
refinances  plus  2,500  sales)  or  $124,000,000.  Additionally,  the  Trust  estimates  the 
voucher  need  to  be  approximately  $117,000,000.  This  assumes  a  conservative  pre- 
payment rate  of  18  percent  of  the  current  pipeline  plus  5  percent  of  units  which 
have  not  yet  filed,  totaling  35,000  units.  Finally,  $10  million  was  set  aside  for  pur- 
chaser's technical  assistance. 
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Total  cost  of  preservation  per  H.R.  2099 — estimated  by  Trust 
[In  millions  of  dollars] 

Total 
cost 

Total  sales  ($266  M  +  107  M)  373 

Total  refinances  and  "switchers"  to  sales  ($58M  +  $66M)  124 

Estimated  voucher  costs  (at  an  18  month  voucher  estimate)  117 

Technical  assistance  provided  in  H.R.  2099  10 

Total  624 


This  would  effectively  permanently  preserve  and  rehabilitate  over  22,000  housing 
units  and  protect  35,000  households  post  prepayment. 

Preservation,  once  delayed  by  HUD's  failure  to  timely  issue  regulations  or  conduct 
timely  appraisals,  is  now  operating  full  speed  throughout  the  United  States.  It  is 
a  cruel  irony  that  the  budget  impasse  threatens  to  eviscerate  the  sales  program  and 
its  promise  to  resident  and  nonprofit  purchasers  just  as  LIHPRHA  is  making  a  real 
difference. 

II.  The  capital  grant  approach  is  the  best  vehicle  for  preserving  these  mixed  income 
developments  which  serve  as  a  unique  community  resource. 

The  need  to  preserve  this  housing  does  not  mean  that  it  must  be  preserved  at 
an  enormous  cost  to  the  federal  government  with  funding  based  upon  project  based 
Section  8  financing. 

The  capital  grant  maintains  the  current  rent  schedule,  i.e.,  residents  paying  more 
than  30  percent  of  their  incomes  would  not  receive  rent  decreases;  residents  paying 
less  than  30  percent  of  their  income  would  not  pay  rent  increases.  Under  the  capital 
grant  the  purchaser  can  create  an  operating  reserve  and  receive  excess  236  income 
on  the  property  to  mitigate  against  any  future  rent  increases  on  very  low  income 
residents. 

This  approach  simplifies  the  program  administratively  and  dramatically  reduces 
long  term  costs  by  eliminating  the  repajmtient  of  the  241(f)  loan  over  a  40-year  term. 
Indeed,  this  is  precisely  how  HUD  is  currently  closing  LIHPRHA  transactions  with 
what  little  budget  authority  can  be  cobbled  together  during  the  budget  impasse.  No- 
tably, this  approach  maintains  the  economic  mix  of  the  projects.  Finally,  by  prevent- 
ing rent  increases,  it  serves  as  an  anti-displacement  measure. 

In  contrast,  it's  totally  contrary  to  the  drive  to  a  balanced  budget  to  create  a  new 
entitlement:  new  vouchers  for  tens  of  thousands  of  families  who  are  presently  unas- 
sisted. Once  this  rental  assistance  is  provided,  will  it  be  removed?  What  residents 
fear  and  that  Congress  will  come  to  regret,  is  that  each  year  there  will  be  intense 
pressure  to  renew  the  vouchers  for  existing  households  and,  as  now,  there  will  be 
uncertainty  every  September  until  Congress  adopts  appropriations  for  the  following 
year. 

The  NEW  voucher  costs  for  the  housing  and  residents  at  risk  total:  22,000  units 
(where  owners  would  have  preserved,  but  now  can  prepay)  x$3337  (voucher  cost  for 
18  months  using  Trust  estimates  which  assumes  an  average  tenant  share  of  $294/ 
month)  equals  $73,000,000  plus  the  additional  $117,000,000  or  $190,000,000. 

By  the  fiscal  year  2000,  the  newly  created  voucher  costs  would  have  "caught"  the 
preservation  totals,  i.e.,  the  ongoing  voucher  cost  of  $190,000,000  every  18  months 
would  pass  the  $624,000,000  appropriation  in  about  60  months!  Every  month  after 
that  the  federal  government  is  liable  for  a  new  entitlement  created  by  a  Congress 
committed  to  balancing  the  budget  by  2002!'* 

In  the  meantime  the  nation  will  have  lost  over  100,000  units  of  decent,  well  main- 
tained, well  located  affordable  housing  stock  which  serves  as  the  backbone  of  many 
of  our  communities. 


"•  Attached  to  my  testimony  is  data  provided  by  ReCap  Advisors,  which  estimates  the  cost  of 
restoring  the  prepayment  right  without  a  voucher  alternative.  The  total  outlays  required  is 
nearly  $2  billion  for  the  next  seven  yeeu^.  After  that  the  costs  continue  to  go  up!  The  total  budg- 
et authority  during  the  next  7  years  is  nearly  $3.2  biUion  (without  resorting  to  budget  gim- 
micks). By  contrast,  those  who  have  costed  out  capital  grant  agree  that  the  average  cost  of  pre- 
serving the  100,000  units  of  stock  is  approximately  $2  billion  (without  the  outlays  associated 
with  the  new  voucher  created  by  the  full  bore  restoration  of  the  prepayment  right). 


80 

III.  The  present  status  of  preservation 

This  hearing  occurs  at  a  particularly  auspicious  time.  Over  the  past  year,  data 
gathered  by  the  National  Housing  Trust  demonstrates  the  truly  national  scope  of 
the  program. 
The  following  data  summarizes  activity  as  of  August,  1995: 
^^ome  form  of  activity  has  been  taken  on  1,174  Preservation  properties; 
— The  1,174  Preservation  Notices  of  Intent  filed  by  owners  involve  projects  in  50 
states,  the  Caribbean,  and  the  District  of  Columbia.  The  program  is  national 
in  scope.  Over  130,000  families  and  elderly  households  are  residing  in  prop- 
erties where  an  owner  has  decided  to  participate  in  the  Preservation  program. 
— The  1,174  Notices  of  Intent  break  out  as  follows: 

No.  of  units  Percent 

367  Sell 

800  Extend 

7  Terminate  


34,489 

31 

97,758 

68 

783 

1 

Total  

133,030 

ino 

— In  22  states,  21  or  more 
projects  of  the  1,174  total, 

Notices  of  Intent  have  been  filed, 
or  78  percent  of  all  property  filings. 

representing 

917 

State 

Propert 

ies 

Units 

California  

Massachusetts 

Virginia  

Texas  

Washington  

Oregon 

Wisconsin  

Florida  

Illinois  

Michigan  

Tennessee  

Pennsylvania  .., 

Georgia 

Minnesota  

Indiana 

Ohio 

Connecticut  

South  Carolina 

New  York 

Arkansas  

Maryland  

North  Carolina 


216 

17,399 

57 

9,203 

57 

7,968 

57 

7,689 

48 

2,241 

41 

1,801 

41 

2,951 

38 

4,755 

36 

6,831 

35 

4,741 

34 

3,815 

26 

4,958 

26 

2,657 

26 

2,534 

24 

2,864 

24 

2,619 

23 

3,743 

23 

2,156 

22 

4,770 

22 

1,812 

21 

4,240 

20 

2,112 

The  projects  range  in  size  from  9  to  550  units.  There  are  dozens  of  other  "transi- 
tion rule"  properties,  i.e.,  projects  eligible  for  processing  under  the  predecessor  stat- 
ute. Title  11  of  the  1987  Act  or  Preservation  at  the  owner's  election.  The  Preserva- 
tion program  is  truly  operating  throughout  the  nation. 

IV.  Approximately  100,000  LMSA  and  section  8  NC/SR  units  expire  during  fiscal 
year  1996.  Failure  to  renew  LMSA  units,  which  are  typically  below  FMR,  is  both 
costly  and  poor  public  policy. 

HUD  originally  requested  authority  to  "voucher  out"  any  federally  assisted  prop- 
erty which  had  an  expiring  Section  8  Contract.  The  Conferees  rdected  that  ap- 
proach for  this  fiscal  year.  The  Conference  Report  (p.  3)  provides  $4.35  billion  for 
renewing  or  terminating  expiring  Section  8  project  and  tenant  based  contracts.  Sec- 
tion 214  of  the  Bill  (p.  26)  requires  HUD  to,  at  the  owner's  request,  for  a  period 
of  one  year  Section  8  contracts  expiring  during  fiscal  year  1996  at  their  current  rent 
levels.  After  this  fiscal  year,  the  Secretary  is  provided  the  discretion  to  provide  ei- 
ther tenant  based  or  property  based  assistance.  Owners  are  also  advised  to  "reduce 
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dependence"  on  project  based  subsidy  as  units  turn  over  (p.  57).  The  Report  reiter- 
ates the  need  for  authorizing  committees  to  consider  expiring  fiscal  year  1997  con- 
tracts during  the  Spring,  1996. 

The  absence  of  the  appropriations  set  aside  for  LMSA  and  Section  8  NC/SR  con- 
tract Renewals  in  H.R.  2099  will  trigger  both  displacement  and  defaults.  The  post 
rescission  fiscal  year  1995  program  levels  for  Section  8  Contract  renewals  is  $2,159 
billion.  Assuming  a  75  percent  funding  level  for  fiscal  year  1996  yields  a  Contract 
renewal  amount  of  merely  $1.62  billion! 

By  contrast,  H.R.  2099  funds  contract  renewals  and  Section  8  vouchers  at  $4,351 
billion.  This  is  necessary  due  to  the  large  number  of  projects  which  will  require  re- 
newal this  fiscal  year.  Of  course,  over  90  percent  of  the  contracts  that  expire  this 
fiscal  year  are  in  the  older  assisted  housing  stock  and  are  typically  below,  not  above, 
fair  market  rent.  Hence,  renewal  is  very  cost  effective  vis  a  vis  vouchers  for  this 
set  of  units. 

CONCLUSION 

Because  Congress  deliberately  and  specifically  chose  to  fund  preservation  and 
renew  contracts  during  this  fiscal  year,  and  because  the  alternative  is  costly  and 
chaotic,  resulting  in  the  permanent  loss  of  tens  of  thousands  of  homes  for  tenants 
across  the  nation,  the  Trust  urges  the  Senate  Subcommittee  on  HUD,  VA  and  Inde- 
pendent Agencies  Appropriations  to  include  within  any  new  appropriations  measure 
or  re-fashioned  Continuing  Resolution: 

— full  funding  for  Preservation  at  a  level  of  $624  million  as  agreed  upon  by  the 
conferees  in  H.R.  2099  with  targeted  set  aside  for  sales  to  nonprofit  purchasers 
but  with  reasonable  discretion  provided  to  Secretary  to  fiind  refinances;  and 

— renewal  of  Section  8  contracts  per  the  terms  of  H.R.  2099. 

The  irreplaceable  stock  in  the  Preservation  pipeline  can  be  preserved  at  an  afford- 
able cost  to  the  American  taxpayer.  The  lack  of  prioritization  to  nonprofit  pur- 
chasers will  create  havoc  in  the  communities  where  both  nonprofits  ana  residents 
have  counted  on  the  program  to  deliver  critically  needed  affordable  housing.  Per- 
haps most  damaging,  failure  to  enact  these  program  reforms  would  discount  the 
Herculean  efforts  mounted  by  residents,  nonprofits  and  other  housing  advocates  and 
Congress  to  dramatically  improve  the  current  program. 


Exhibit  1 
letter  from  senator  larry  e.  craig 

November  1,  1995. 

Honorable  CHRISTOPHER  Bond, 

Chairman,  Appropriations  Subcommittee  on  VA-HUD  and  Independent  Agencies, 
Washington,  DC. 

Dear  Chairman  Bond:  I  am  writing  regarding  the  Low  Income  Housing  Preser- 
vation and  Resident  Homeownership  Act  (LIHPRHA). 

Currently,  there  are  about  75,000  to  100,000  units  being  considered  for  preserva- 
tion. Some  of  these  projects  are  negotiating  closures  with  nonprofit  organizations, 
resident  groups,  or  others  in  an  efiort  to  maintain  the  availability  of  affordable 
housing  for  low-income  residents.  If  Congress  doesn't  make  funding  available  for 
these  LIHPRHA  projects,  the  availability  of  low-income  housing  will  decrease.  Many 
owners,  having  conscientiously  fulfilled  their  legal  obligations,  will  exercise  their 
promised,  legal  right  to  prepay  their  mortgages  and  will  be  forced  by  economic  cir- 
cumstances to  sell  their  units  to  new  owners  who  can  not  afford  to  continue  operat- 
ing them  as  low-income  housing.  Therefore,  I  am  concerned  about  the  possible  dis- 
placement of  seniors  and  other  low-income  residents  in  my  state  oi  Idaho  and 
around  the  nation. 

I  much  prefer  the  Senate  position  on  H.R.  2099  over  the  House  position,  with  re- 
gard to  Preservation  Capital  Grants  and  allocating  adequate  funds  to  maintain  the 
integrity  of  the  preservation  program.  I  endorse  the  idea  of  directing  HUD  toward 
new  grant  programs  that  provide  more  flexibility  and  greater  impact  in  this  area. 
Whatever  direction  the  committee  ultimately  gives  HUD  on  new  grants,  we  also 
need  funding  with  immediate  impact.  Therefore,  in  the  conference  committee,  I  re- 
quest you  support  and  pursue  funding  for  the  current  LIHPRHA  Capital  Grants 
program  until  any  new  grants  program  is  fully  up  and  running.  This  approach 
would  be  the  best  way  to  benefit  buyers  and  sellers,  as  well  as  taxpayer  and  low- 
income  tenants. 

The  National  Housing  Trust  estimates  that  $791  million  in  budget  authority  (BA) 
would  be  adequate  to  handle  all  the  sales  currently  pending  and  the  refinancing 
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now  in  HUD's  queue.  It  is  my  understanding  that  this  appropriation  of  BA  would 
not  result  in  any  outlay  problems  within  the  Subcommittee's  outlay  allocations. 

As  we  move  toward  balancing  the  budget,  we  must  continue  to  honor  our  commit- 
ment to  seniors  and  other  low-income  housing  residents. 

Thank  you  for  your  consideration.  If  I  can  be  of  any  assistance,  please  don't  hesi- 
tate to  call  on  me. 
Sincerely, 

Larry  E.  Craig, 

U.S.  Senator. 


letter  from  senator  dirk  kempthorne 

November  1,  1995. 
Honorable  CHRISTOPHER  BOND, 
Chairman,  Subcommittee  on  VA,  HUD,  and  Independent  Agencies,  Washington,  DC. 

Dear  Chairman  Bond:  I  am  writing  to  request  your  support  in  standing  firm  on 
the  Senate  position  regarding  appropriations  for  the  Low  Income  Housing  Preserva- 
tion and  Resident  Homeownership  Act  (LIHPRHA). 

As  you  know,  there  are  approximately  75,000  to  100,000  low-income  housing  units 
currently  being  considered  for  preservation.  Many  of  these  properties  in  Idaho  and 
throughout  the  Nation  are  in  the  process  of  negotiating  closures  with  nonprofit  orga- 
nizations and  other  resident  groups.  If  funds  are  not  made  available  for  preserving 
these  properties,  the  availability  of  low-income  housing  could  decrease  because  some 
owners  will  pay  off  their  mortgages  early  and  rent  their  units  at  market  value,  or 
sell  the  properties  to  another  party  who  will  rent  the  property  at  market  value. 

I  request  your  assistance  in  maintaining  the  Senate  position  to  appropriate  fund- 
ing for  the  preservation  program  under  LIHPRHA  during  the  forthcoming  House/ 
Senate  Conference  on  the  Department  of  Veterans  Affairs  and  Housing  and  Urban 
Development,  and  Independent  Agencies  bill,  H.R.  2099. 

Thank  you  for  your  consideration. 
Sincerely, 

Dirk  Kempthorne, 

U.S.  Senator. 


letter  from  senator  BARBARA  BOXER 

October  30,  1995. 
Honorable  Mark  0.  Hatfield, 
Chairman,  Committee  on  Appropriations,  U.S.  Senate,  Washington,  DC. 

Dear  Mr.  Chairman:  I  am  writing  to  you  to  express  my  support  for  the  Low-In- 
come Housing  Preservation  and  Resident  Homeownership  Act  (LIHPRHA)  adopted 
by  the  Senate  in  1990,  and  urge  you  to  ensure  that  the  preservation  program  re- 
ceives sufficient  funding  when  the  conference  committee  meets  to  reconcile  the 
House  and  Senate  VA,  HUD  and  Independent  Agencies  bills. 

Nearly  500,000  residents  in  over  150,000  low  cost  apartments  all  over  the  country 
may  face  displacement  without  a  strong  commitment  to  preserve  this  valuable  hous- 
ing stock.  Over  27,000  of  these  units  are  located  in  the  State  of  California. 

I  support  the  higher  funding  level  provided  in  the  Senate  bill — $624  million — 
whether  the  funds  go  toward  a  reformed  preservation  program,  or  the  present 
LIHPRHA  program. 

Failure  to  adequately  fund  either  a  redesigned  program  or  the  current  program 
could  result  in  prepayments,  tenant  displacement  and  the  loss  of  a  stock  of  housing 
that  some  consider  to  be  the  best  in  HUD's  portfolio. 

Thank  you  for  your  consideration  of  my  request. 
Sincerely, 

Barbara  Boxer, 

U.S.  Senator. 
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letter  from  the  senate  committee  on  labor  and  human  resources 

November  9,  1995. 
Honorable  CHRISTOPHER  S.  BOND, 
Chairman,   Subcommittee   on   VA-HUD  and  Independent  Agencies,    U.S.    Senate, 

Washington,  DC. 
Honorable  Barbara  A.  Mikulski, 

Ranking  Member,  Subcommittee  on  VA-HUD  and  Independent  Agencies,  U.S.  Sen- 
ate, Washington,  DC. 
Dear  Senators  Bond  and  Mikulski:  We  are  writing  to  express  our  strong  sup- 
port for  the  revised  low-income  housing  preservation  program  funded  through  the 
HUD-VA-Independent  Agencies  appropriations  bill.  We  urge  you  to  place  a  contin- 
ued priority  on  assuring  that  this  program  receives  sufficient  funding  when  the  Con- 
ference Committee  meets  to  reconcile  the  House  and  Senate  versions  of  the  bill. 
Nearly  half  a  million  residents  in  over  150,000  low  cost  apartments  throughout  the 
country  are  at  risk  of  displacement  if  Congress  does  not  appropriate  sufficient  fund- 
ing for  this  program. 

Specifically,  we  ask  that  the  conferees  appropriate  an  amount  of  at  least  the  $624 
million  in  budget  authority  provided  in  the  Senate  bUl,  and  to  enact  the  reforms 
proposed  by  the  Senate  to  make  the  program  more  cost  effective.  The  Senate  bill 
will  preserve  up  to  40,000  units  of  housing,  including  thousands  of  units  that  are 
being  purchased  by  residents  and  community-based  nonprofit  organizations. 

We  are  also  concerned  with  provisions  that  grant  HUD  the  discretion  to  stop  the 
processing  of  preservation  projects  and  to  allocate  the  appropriations  for  housing 
vouchers  instead.  While  any  tenants  displaced  by  an  owner's  mortgage  prepayment 
must  certainly  receive  vouchers,  preserving  the  property  as  affordable  housing 
should  be  the  top  priority.  Overall,  it  is  more  cost  effective  to  maintain  the  afford- 
able housing  stock  developed  under  these  programs  at  below-market  rents  than  to 
provide  vouchers  that  will  be  both  costly  and  difficult  for  residents  to  utilize. 

We  appreciate  your  efforts  to  provide  funding  for  the  low-income  housing  preser- 
vation program,  and  we  look  forward  to  your  efforts  to  urge  the  conferees  to  protect 
these  low-income  residents. 
Sincerely, 

John  F.  Kerry,  Tom  Harkin,  Dianne  Feinstein,  J.  James  Exon,  Frank  R. 
Lautenberg,  Ted  Kennedy,  Daniel  K.  Akaka,  Paul  Wellstone,  Jay 
Rockefeller,  Carol  Moseley  Braun,  Daniel  Moynihan,  Paul  Simon, 
Paul  Sarbanes,  Patty  Murray,  Ernest  HoUings. 


letter  from  members  of  the  u.s.  house  of  representatives 

September  22,  1995. 

Honorable  Alfonse  M.  D'Amato, 

Chairman,  Committee  on  Banking,  Housing  and  Urban  Affairs,  Washington,  DC. 

Dear  Mr.  Chairman:  We  are  writing  to  urge  you  to  preserve  the  benefits  cur- 
rently available  under  the  Low-Income  Housing  Preservation  and  Resident  Home- 
ownership  Act  of  1990  (LIHPRHA)  for  properties  in  the  New  York  City  metropolitan 
area  that  have  been  denied  such  benefits  as  a  result  of  a  2  ¥2  year  dispute  with 
HUD  over  the  proper  interpretation  of  New  York's  Rent  Stabilization  Law  (RSL). 
This  dispute,  which  was  recently  resolved  in  favor  of  the  property  owners,  prevented 
the  owners  of  at  least  13  area  properties,  containing  about  2,300  housing  units,  from 
accessing  a  program  that  has  been  successfully  utilized  to  preserve  many  other 
properties  across  the  country. 

As  a  result  of  economic  mcentives  provided  by  the  Federal  Government  in  the 
1960's  and  1970's  thousands  of  multifamily  housing  developments  for  low-  to  mod- 
erate-income families  and  the  elderly  were  bmlt  by  private  developers.  Acceptance 
of  these  economic  incentives  subjected  property  owners  to  a  number  of  HUD-im- 
posed  restrictions,  including  limitations  on  profits.  Under  the  contractual  terms  of 
these  programs,  property  owners  were  permitted  to  prepay  their  mortgage  debt  and/ 
or  terminate  other  Federal  assistance  after  20  years  of  operation  and  convert  their 
properties  to  more  profitable  use. 

In  the  late  1980's  Congress  recognized  that  hundreds  of  thousands  of  units  of  via- 
ble low-income  housing  were  becoming  eligible  for  conversion  and  could  be  lost  to 
the  country.  As  a  result,  legislation  was  adopted  in  1987  (LLIPHA)  and  modified 
and  extended  in  the  1989  HUD  Reform  Act  which  effectively  prevented  such  prepay- 
ment or  termination  and  conversion. 
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The  adoption  of  LIHPRHA  in  1990  was  intended  to  provide  a  series  of  concrete 
economic  alternatives  sufficient  to  fairly  compensate  owners  for  being  deprived  of 
their  contractual  right  to  realize  the  value  of  their  properties,  while  preserving  the 
properties  for  their  intended  beneficiaries.  Unfortunately,  when  the  owners  of  eligi- 
ble properties  in  New  York,  that  would  be  subject  to  New  York's  RSL  absent  Fed- 
eral regulation,  applied  to  HUD  for  LIHPRHA  benefits,  HUD  disputed  the  owner's 
interpretation  of  New  York  law.  As  a  result,  appraisals  of  the  properties'  value  could 
not  be  completed  and  processing  was  suspended. 

In  May  1995,  2y2  years  after  many  of  the  owners  filed  for  LIHPRHA  benefits, 
HUD  conceded  that  the  owners'  interpretation  of  the  law  was  substantially  correct. 
By  this  time,  the  LIHPRHA  program  had  been  suspended  pending  its  redesign  by 
the  House  and  Senate  Banking  Committees. 

We  believe  that  the  New  York  area  property  owners  whose  LIHPRHA  appraisals 
have  been  unfairly  and  incorrectly  rejected  or  delayed  by  HUD,  and  who  would  oth- 
erwise have  long  since  received  their  LIHPRHA  benefits,  should  be  made  whole 
under  the  same  program  that  has  been  available  to  preserve  low-income  properties 
in  the  rest  of  the  country  since  1990.  This  is  a  matter  both  of  equity  to  the  New 
York  property  owners  and  preserving  the  availability  of  housing  for  over  2,000  low- 
income  families. 

Thank  you  for  your  attention  to  this  important  New  York  problem.  We  look,  for- 
ward to  working  with  you  in  arriving  at  a  fair  solution  for  the  property  owners  and 
residents. 

Sincerely, 

Eliot  L.  Engel,  Gary  L.  Ackerman,  Charles  E.  Schumer,  Susan  Molinari, 
Thomas  J.  Manton,  Edolphus  Towns,  Benjamin  A.  Oilman,  Sue  W. 
Kelly,  Major  R.  Owens,  Charles  B.  Range!,  Floyd  H.  Flake,  Jose  E. 
Serrano, 

Members  of  Congress. 


Letter  From  the  U.S.  House  of  Representatives  Committee  on  Banking  and 

Financial  Services 

November  9,  1995. 
Honorable  Alfonse  D'Amato, 

Chairman,  Senate  Committee  on  Banking,  Housing  and  Urban  Affairs,  Washington, 
DC. 

Dear  Senator  D'Amato  :  The  cooperation  of  our  respective  Committees  over  re- 
cent weeks  in  formulating  and  agreeing  to  major  provisions  of  the  Reconciliation 
Conference  Report  has  been  very  much  appreciated.  Clearly,  resolving  the  issues  as- 
sociated with  the  Savings  Association  Insurance  Fund  recapitalization  has  been 
challenging. 

It  is  our  intent  through  this  letter  to  finalize  our  agreement  on  the  use  of  addi- 
tional savings  from  our  respective  Committees'  jurisdiction  to  offset  pressures  on 
housing  programs  incurred  as  a  result  of  discretionary  spending  caps.  As  we  dis- 
cussed Tuesday,  we  have  been  reluctant  to  come  to  an  agreement  that  would  utilize 
Banking  Committee  savings  for  programs  under  the  authorizing  jurisdiction  of  other 
committees.  Your  assurances  that  this  would  not  be  the  case  are  very  much  appre- 
ciated. 

We  understand  and  appreciate  the  difficult  position  of  the  Appropriations  Sub- 
committees as  a  result  of  the  pressures  of  discretionary  caps,  and  while  we  remain 
committed  to  working  to  find  ways  to  mitigate  these  pressures  if  possible,  both  the 
House  and  Senate  Banking  Committees  have  more  than  fulfilled  their  directives 
under  the  Joint  Resolution  to  provide  savings  against  the  deficit.  It  would  be  our 
belief  that  assurances  are  appropriate  that  the  excess  savings  obtained  fi-om  this 
Committee  will  benefit  housing  programs  within  our  authorizing  jurisdiction. 

In  this  regard,  a  priority  should  be  placed  on  assuring  that  programs  under  our 
jurisdiction  which  provide  housing  assistance  for  the  elderly,  disabled  and  other  vul- 
nerable populations  be  fully  funded. 

Secondly,  we  believe  there  should  be  a  review  of  recommended  increases  in  tenant 
rent  contributions,  as  originally  proposed  in  appropriations  legislation,  from  30  per- 
cent to  32  percent  of  adjusted  net  income.  Forcing  tenants  to  increase  their  monthly 
rent  contributions  runs  contrary  to  the  intent  of  authorizing  legislation  that  gives 
local  housing  authorities  the  ability  to  set  appropriate  rent  levels  without  excessive 
statutory  involvement. 

There  is  also  continuing  concern  that  the  Preservation  program  envisioned  by  the 
respective  Appropriations  Committees  will  not  have  meaning  without  modest  out- 
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lays.  Accordingly,  it  will  be  preferable  if  we  could  use  these  savings  to  effectuate 
an  interim  solution. 

Similarly,  the  House  side  considers  it  a  priority  to  attempt  to  avoid  the  proposed 
6-month  delay  in  reissuing  housing  vouchers  to  deserving  low-income  families  on 
waiting  lists  for  assistance.  This  delay,  while  important  as  an  outlay  saving  device, 
makes  waiting  lists  for  housing  assistance  longer  and  addressing  it  through  possible 
savings  from  this  Committee's  work  would  seem  appropriate. 

There  is  also  concern  that  cuts  to  public  housing  operating  subsidies  could  place 
an  undue  burden  on  public  housing  authorities  if  reforms  included  in  legislation  cur- 
rently before  the  House  and  Senate  Banking  Committees  are  not  in  place.  A  transi- 
tion is  currently  underway  with  regard  to  public  housing  authorities  and  it  is  impor- 
tant that  this  transition  not  be  too  abrupt  for  effective  implementation  of  prudential 
policies.  It  would  seem  appropriate  that  mitigating  previously  proposed  decreases  in 
funding  for  operating  subsidies  be  the  first  priority  for  the  use  of  funds  made  avail- 
able by  the  Banking  Committees'  actions. 

In  conclusion,  the  House  side  is  prepared  to  meet  budget  targets  set  by  the  Budg- 
et Committee,  but  to  the  degree  there  may  be  excess  savings,  believes  that  these 
funds  should  benefit  housing  programs. 
Sincerely, 

James  A.  Leach, 

Committee  Chairman. 
Marge  Roukema, 
Chair,  Subcommittee  on  Financial  Institutions. 
Henry  Gonzalez, 

Ranking  Member. 
Bill  McCollum, 

Committee  Vice-Chairman. 

Rick  Lazio, 

Chair,  Subcommittee  on  Housing. 

John  LaFalce, 

House  Conferee. 


letter  from  members  of  the  u.s.  house  of  representatives 

October  23,  1995. 

Honorable  JERRY  Lewis, 
Washington,  DC. 

Dear  Congressman  Lewis:  We  are  writing  to  urge  your  support  for  adequate 
funding  to  maintain  the  low-income  housing  preservation  program  when  the  con- 
ference committee  meets  to  reconcile  the  House  and  Senate  VA/HUD/Independent 
Agencies  appropriations  bills.  '^ 

In  Massachusetts  more  than  60  properties  containing  13,500  units  are  being  ac- 
tively processed  by  HUD  for  preservation  incentives,  these  include  10  projects  that 
are  being  sold  to  resident-  and  community-based  nonprofit  organizations.  In  two 
cases  the  sales  are  fully  approved,  but  cannot  be  consummated  due  to  the  lapse  in 
Federal  funding.  If  the  preservation  program  is  not  promptly  and  adequately  fund- 
ed, this  unique  opportunity  for  resident  ownership  will  be  lost  and  the  investment 
of  these  purchasers  and  the  State  and  local  agencies  that  have  supported  them  will 
be  totally  squandered. 

Moreover,  because  most  preservation  projects  in  Massachusetts  are  viable,  well- 
maintained  properties  in  good  locations,  many  owners  are  expected  to  prepay  their 
subsidized  mortgages  if  preservation  funds  are  not  made  available  in  a  timely  man- 
ner. Thousands  of  low-  and  moderate-income,  predominantly  elderly,  residents  could 
be  displaced  at  a  time  when  affordable  housing  options  in  cities  and  towns  through- 
out the  Commonwealth  are  dwindling. 

Accordingly,  we  urge  you  to  accept  the  Senate's  decision  to  appropriate  adequate 
funds  to  maintain  the  preservation  program,  either  in  its  present  form,  or  as  a  cap- 
ital grant  program  (consistent  with  the  House  Bill's  recommendations).  In  addition, 
we  also  ask  that  you  oppose  the  Senate  provision  giving  HUD  the  discretion  to  stop 
processing  preservation  plans  and  divert  all  available  preservation  funding  to  pre- 
payment vouchers.  In  Massachusetts'  tight  housing  market,  maintaining  the  exist- 
ing affordable  housing  stock  at  regulated  rents  is  generally  more  cost  effective  than 
providing  tenants  with  vouchers. 
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We  appreciate  your  attention  to  this  critical  issue  affecting  the  lives  of  tens  of 
thousands  of  Massachusetts  residents. 
Sincerely, 

Joseph  P.  Kennedy  II,  John  Joseph  Moakley,  Richard  Neal,  Peter  Blute, 
John  Olver,  Peter  Torkildsen,  Barney  Frank,  Edward  Markey,  Marty 
Meehan,  Gerry  Studds. 


LETTER  FROM  CONGRESSMAN  RICHARD  "DOC"  HASTINGS 

October  18,  1995. 
Honorable  Jerry  Lewis, 

Chairman,  Appropriations  Subcommittee  on  VA-HUD  and  Independent  Agencies, 
Washington,  DC. 

Dear  Congressman  Lewis:  I  am  writing  regarding  the  Low-Income  Housing 
Preservation  and  Resident  Homeownership  Act  (LIHPRHA). 

Currently,  there  are  approximately  75,000  to  100,000  units  being  considered  for 
preservation.  Some  of  these  projects  are  in  my  district  negotiating  closures  with 
nonprofit  organizations  or  other  resident  groups.  If  we  do  not  make  funds  available 
for  these  projects,  the  availability  of  low-income  housing  will  decrease  because  many 
owners  will  prepay  their  mortgages  instead  of  negotiating  with  these  organizations. 
Consequently,  I  am  deeply  concerned  about  the  possible  displacement  of  seniors  and 
other  low-income  residents  in  my  district. 

Specifically,  I  am  asking  that  the  House  move  closer  to  the  Senate's  decision  to 
appropriate  adequate  funds  to  maintain  the  integrity  of  the  preservation  program, 
or  to  create  a  capital  grant  program  that  will  be  more  cost  effective.  I  understand 
that  the  capital  grant  program  is  intended  to  preserve  housing  at  the  lowest  pos- 
sible cost  to  the  Federal  Government  and  reduce  the  ongoing  subsidy  of  these  prop- 
erties. This  would  protect  current  residents  and  reduce  the  long-term  involvement 
of  the  Federal  Government. 

In  our  drive  to  balance  the  Federal  budget,  I  support  these  means  to  reduce  long- 
term  dependence  on  Federal  funding.  I  urge  you  to  pursue  these  goals  during  the 
conference. 

Sincerely, 

Doc  Hastings, 
Member  of  Congress. 


letter  from  congressman  rick  lazio,  chairman,  committee  on  banking  and 

financial  services 

November  15,  1995. 

Honorable  Jerry  Lewis, 

House  Appropriations  Subcommittee  on  VA,  HUD  and  Independent  Agencies,  Wash- 
ington, DC. 

Dear  Mr.  Chairman:  First,  let  me  say  how  much  I  appreciate  the  frankness  of 
our  recent  conversations.  Clearly,  the  problems  we  face  are  difficult,  but  I  have  no 
doubt  that  our  mutual  commitment  to  resolving  them  will  produce  good  legislation. 

Attached  is  a  letter  sent  by  members  of  the  House  Banking  Committee  to  Senate 
Banking  Committee  Chairman  D'Amato  regarding  the  savings  produced  by  the 
House-passed  Reconciliation  legislation.  The  letter  indicates  the  Committee's  will- 
ingness to  contribute  a  portion  of  these  savings  to  the  Appropriations  package  you 
are  crafting  if  they  are  spent  on  housing  programs.  In  this  regard,  I  very  much  ap- 
preciate the  assurances  that  the  savings  would  go  to  housing  programs  as  well  as 
the  accounting  you  provided  of  exactly  how  the  outlay  savings  provided  by  this  Com- 
mittee will  be  spent  under  H.R.  2099,  the  VA/HUD  Appropriations  legislation. 

I  am  disturbed  at  the  level  of  funding  contemplated  for  the  section  202  and  811 
and  HOPWA  programs.  I  am  pleased,  however,  to  see  that  operating  subsidies  for 
public  housing  have  been  increased  to  the  Senate  level,  that  section  8  rent  increases 
have  been  eliminated,  and  that  the  delay  in  reissuing  section  8  housing  vouchers 
reflects  the  position  of  the  Administration. 

As  you  know,  I  am  opposed  to  unnecessary  authorizing  being  contained  in  an  ap- 
propriations measure,  'particularly  because  H.R.  2406,  the  United  States  Housing 
Act  of  1995,  was  ordered  reported  out  from  the  Banking  Committee  on  November 
8,  1995,  and  will  be  on  the  floor  in  the  near  future.  The  Senate  legislation,  S.  1260, 
also  has  been  ordered  reported,  giving  the  authorizing  committees  an  opportunity 
to  preconference  the  bills  and  potentially  pass  legislation  that  can  be  sent  to  the 
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President.  Additionally,  Speaker  Gingrich  has  indicated  that  authorizing  should  be 
retained  only  if  it  will  result  in  necessary  outlay  savings. 

Unfortunately,  some  policies  contained  in  H.R.  2099  are  plainly  inconsistent  with 
those  in  H.R.  2406.  In  fact,  some  provisions  are  unacceptable  to  both  the  House  and 
Senate  Authorizing  Committees,  specifically  funding  for  a  "Public  Housing  Institu- 
tion" and  a  demonstration — ^the  Public  Housing/Section  8  Moving  to  Work  Dem- 
onstration. Also,  the  Family  Unification  Program  has  been  repealed  in  H.R.  2406 
and  its  functions  redirected  to  H.R.  4,  the  House  welfare  reform  bill  and,  therefore, 
funding  is  unnecessary. 

H.R.  2099  also  eliminates  the  "take  one,  take  all"  provision,  the  endless  lease  pro- 
vision, and  the  90-day  notice  provision,  rather  than  making  them  applicable  for  one 
year  only.  As  you  know,  these  provisions  are  contained  in  H.R.  2406  and  S.  1260 
and,  because  savings  cannot  be  derived  from  their  elimination,  they  should  be  de- 
leted from  H.R.  2099  and  retained  in  authorizing  legislation. 

Regarding  the  Preservation  pro-am,  the  current  language  is  inadequate.  Several 
changes  are  needed  to  ensure  limited  preservation,  protect  residents,  and  to  sunset 
the  program.  Specifically,  the  language  should  (1)  ensure  capital  grants  (rather  than 
section  8)  are  used  for  sales  to  nonprofits,  (2)  leave  open  the  potential  for  capital 
loans  for  extensions  (HUD  should  explore  further  its  ability  to  make  capital  loans), 
(3)  expedite  the  process  for  prepayment,  and  (4)  permit  properties  in  the  queue  with 
certain  plans  of  action  readily  to  convert  to  sales. 

The  Severely  Distressed  Public  Housing  provision  contained  in  H.R.  2099  is  slant- 
ed toward  large  troubled  housing  authorities  despite  the  fact  that  there  are  small 
PHA's  that  suffer  from  distressed  housing  in  their  inventory.  Second,  the  provision 
is  excessively  bureaucratic.  Similarly,  the  provision  authorizing  the  development  of 
mixed-income  apartment  complexes  utilizes  an  unwieldy  and  overly-complicated  for- 
mula. Finally,  the  provision  regarding  conversion  of  public  housing  developments  to 
vouchers  does  not  protect  residents  who  live  in  tight  housing  markets  for  whom 
vouchers  are  useless. 

From  a  pufely  technical  standpoint,  I  am  concerned  with  the  use  of  the  term  "re- 
placement in  relation  to  public  housing  that  has  been  demolished.  As  part  of  the 
rescission  package,  you  terminated  the  one-for-one  replacement  requirement  for  a 
vear  yet  retain  the  concept  of  replacement  housing  in  H.R.  2099 — a  significant  step 
Dackward.  Requiring  replacement  housing  for  apartments  that  have  been  demol- 
ished is  costly,  not  to  mention  a  primary  reason  so  many  PHA's  are  troubled. 

I  question  the  need  for  the  number  of  set-asides  for  technical  assistance  contained 
in  H.R.  2099,  it  appears  there  is  a  $20  million  technical  assistance  account,  in  addi- 
tion to  set-asides  in  the  LIHPRHA,  public  housing  modernization,  Severely  Dis- 
tressed and  Drug  Elimination  programs. 

H.R.  117,  the  Senior  Citizen  Housing  Safety  and  Economic  Relief  Act  of  1996  re- 
authorizes the  Home  Equity  Mortgage  program  for  5  years,  an  action  your  bill  takes 
for  1  year.  The  legislation  has  broad  support  and  extending  its  authorization  for  5 
years  would  benefit  the  legislation  and  Doth  our  Committees.  I  would  be  happy  to 
provide  you  or  your  staff  with  more  details  on  the  legislation. 

I  look  forward  to  working  with  you  and  please  do  not  hesitate  to  contact  me  with 
questions. 

Sincerely, 

RiCK  Lazio, 

Chairman. 


LETTER  FROM  CONGRESSMAN  JACK  METCALF  AND  CONGRESSMAN  GEORGE  R. 

NETHERCUTT 

OCTOBER  17,  1995. 

Honorable  Jerry  Lewis, 

Chairman,  Appropriations  Subcommittee  on  VA-HUD  and  Independent  Agencies, 
Washington,  DC. 

Dear  Chairman  Lewis:  We  are  writing  regarding  the  Low-Income  Housing  Pres- 
ervation and  Resident  Homeownership  Act  (LIHPRHA). 

Currently,  there  are  approximately  75,000  to  100,000  units  being  considered  for 
preservation.  Some  of  these  projects  are  in  our  districts  negotiating  closures  with 
nonprofit  organizations  or  other  resident  groups.  If  we  do  not  make  funds  available 
for  these  projects,  the  availability  of  low-income  housing  will  decrease  because  many 
owners  will  prepay  their  mortgages  instead  of  negotiating  with  these  organizations. 
Consequently,  we  are  deeply  concerned  about  the  possible  displacement  of  seniors 
and  other  low-income  residents. 
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We  understand  and  agree  that  this  program  needs  to  be  reformed  to  make  it  more 
cost  effective.  However,  when  reforming  the  preservation  program,  we  urge  you  to 
adequately  fund  the  needs  of  those  affected.  A^  we  move  toward  balancing  the  budg- 
et, we  must  continue  to  honor  our  commitment  to  seniors  and  other  low-income 
housing  residents. 
Sincerely, 

Jack  Metcalf, 

George  R.  Nethercutt,  Jr. 


letter  from  congressman  henry  hyde 

October  30,  1995. 

Honorable  Jerry  Lewis, 

Chairman,  House  Appropriations  Subcommittee  on  VA,  HUD  and  Independent  Agen- 
cies, Washington,  DC. 

Dear  Mr.  Chairman:  I  am  writing  to  express  my  support  for  funding  the  Low- 
Income  Housing  Preservation  and  Resident  Homeownership  Act  (LIHPRHA).  I  be- 
lieve that  Congress  should  support  a  reformed  and  more  cost-effective  LIHPRHA 
program.  The  progrtun  should  focus  on  transfers  of  property  to  nonprofit  and  resi- 
dent ownership  groups  rather  than  on  refinancing,  as  the  refinancing  portion  of  the 
program  is  significantly  more  susceptible  to  fi"aud. 

I  strongly  believe  that  congress  must  balance  the  budget  within  7  years,  and  this 
task  will  entail  significant  cuts  in  many  Federal  programs.  However,  elimination  of 
funding  for  the  program  this  year  will  deny  thousands  of  low-  and  moderate-income 
residents  the  chance  to  move  off  Government  assistance  and  become  homeowners. 
Since  many  of  the  participants  in  this  program  are  elderly,  they  will  be  forced  to 
move  into  nursing  homes  at  a  much  greater  cost  to  both  State  and  Federal  Govern- 
ment. Maintaining  at  least  part  of  the  LIHPRHA  program  will  ensure  that  we  honor 
existing  commitments  to  seniors  and  other  low-income  housing  residents. 
Sincerely, 

Henry  Hyde. 


letter  from  congressman  GEORGE  P.  RADONOVICH 

November  1,  1995. 

Honorable  Jerry  Lewis, 
Washington,  DC. 

Dear  Mr.  Chairman:  I  am  writing  to  express  my  continuing  concern  about  the 
Low-Income  Housing  Preservation  program. 

As  you  know,  there  are  approximately  75,000  to  100,000  units  being  considered 
for  preservation.  Some  of  these  projects  are  in  my  district  negotiating  closures  with 
nonprofit  organizations  or  other  resident  groups.  If  we  do  not  make  funds  available 
for  these  projects,  the  availability  of  low-income  housing  will  decrease  because  many 
owners  will  prepay  their  mortgages  instead  of  negotiating  with  these  organizations. 
Consequently,  I  am  deeply  concerned  about  the  possible  displacement  of  seniors  and 
other  low-income  residents  in  my  district. 

Specifically,  I  am  asking  that  the  House  move  closer  to  the  Senate's  decision  to 
appropriate  adequate  funds  to  maintain  the  integrity  of  the  preservation  program, 
or  to  create  a  capital  grant  program  that  will  be  more  cost  effective.  I  understand 
that  the  capital  grant  program  in  intended  to  preserve  housing  at  the  lowest  pos- 
sible cost  to  the  Federal  Government  and  reduce  the  ongoing  subsidy  of  these  prop- 
erties. This  would  protect  current  residents  and  reduce  the  long-term  involvement 
of  the  Federal  Government. 

In  our  drive  to  balance  the  Federal  budget,  I  support  these  means  to  reduce  long- 
term  dependence  on  Federal  funding,  and  urge  your  support  as  well.  I  appreciate 
your  hard  work  on  this  difficult  issue. 
Sincerely, 

George  P.  Radonovich, 

Member  of  Congress. 
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letter  from  congressman  jim  bunn 

October  17,  1995. 
Hon.  Mark  O.  Hatfield, 
Chairman,  Senate  Appropriations  Committee,  Washington,  DC. 

Dear  Chairman  Hatfield:  I  am  writing  to  communicate  my  strong  support;  for 
the  reformed  Low-Income  Housing  Preservation  and  Resident  Homeownership  Act 
("LIHPRHA")  adopted  by  the  Senate  in  its  HUDA^ A/Independent  Agencies  appro- 
priations bill.  We  urge  you  to  place  the  highest  priority  on  assuring  that  the  pro- 
gram receives  sufficient  funding  when  the  Conference  Committee  meets  to  reconcile 
the  House  and  Senate  HUDA'^A  and  Independent  Agencies  appropriations  bills. 

We  are  concerned  about  the  nonprofits  who  have  been  working  under  LIHPRHA 
to  purchase  properties  and  preserve  them  as  permanently  affordable  housing.  We 
are  also  very  concerned  about  the  impact  on  tenants  who  will  face  displacement  if 
the  sales  in  progress  collapse  and  the  owners  prepay  their  mortgages.  As  you  know, 
tenants  in  Oregon  face  a  very  tight  rental  market  and  rapidly  accelerating  housing 
costs.  The  loss  of  any  units  of  subsidized  housing  will  place  a  severe  burden  on  our 
communities  and  on  the  individual  senior  citizens  and  families  affected.  The  Oregon 
housing  market  is  such  that  owners  are  very  likely  to  prepay  existing  mortgages, 
given  the  opportunity. 

Like  you,  we  are  committed  to  balancing  the  budget  and  reducing  the  deficit. 
However,  we  must  honor  our  existing  commitments  to  seniors  and  other  low-income 
residents. 

Sincerely, 

Jim  Bunn, 
Member  of  Congress. 


letter  from  members  of  the  U.S.  HOUSE  OF  REPRESENTATIVES 

October  6,  1995. 
Hon.  Louis  Stokes, 
Washington,  DC. 

Dear  Congressman  Stokes:  We  are  writing  to  express  our  strong  support  for  the 
reformed  Low-Income  Housing  Preservation  and  Resident  Homeownership  Act 
("LIHPRHA")  adopted  by  the  Senate  and  to  urge  you  to  place  a  priority  on  assuring 
that  the  preservation  program  receives  sufficient  funding  when  the  Conference  Com- 
mittee meets  to  reconcile  the  House  and  Senate  VA/liUD/Independent  Agencies 
bills.  Nearly  500,000  residents  in  over  150,000  low-cost  apartments  in  all  50  States, 
the  District  of  Columbia,  and  Puerto  Rico  are  at  risk  of  displacement  if  the  Congress 
does  not  appropriate  sufficient  fiinding  for  this  program. 

More  specifically,  we  are  asking  that  the  House  recede  to  the  Senate's  decision 
to  appropriate  adequate  funds  to  maintain  the  preservation  program,  either  in  its 
present  form,  or  as  a  capital  grant  program  (consistent  with  the  House  Bill's  rec- 
ommendation), which  would  make  it  more  cost  effective.  The  Senate  Bill,  if  modified 
to  allow  for  implementation  in  fiscal  year  1996,  will  preserve  up  to  40,000  units  of 
housing  presently  occupied  by  seniors  and  families  that  are  otherwise  at  immediate 
risk  of  loss,  including  thousands  of  units  that  are  being  purchased  by  resident  coun- 
cils and  community-based  nonprofit  organizations. 

We  also  wish  to  note  our  disagreement  with  any  provisions  of  the  Bill  that  would 
result  in  the  conversion  of  project-based  subsidies  to  tenant-based  subsidies.  Of  par- 
ticular concern  is  the  provision  which  grants  HUD  the  discretion  to  stop  processing 
preservation  cases  and  to  allocate  all  the  appropriated  funds  for  housing  vouchers 
upon  prepayment  rather  than  for  preservation  of  at-risk  housing.  While  displaced 
tenants  certainly  must  receive  vouchers,  it  is  also  critical  that  the  reformed  preser- 
vation program  be  fully  launched  and  available  to  owners  and  purchasers  as  a  via- 
ble alternative  to  prepayment.  In  our  view,  it  is  more  desirable  and  cost  effective 
to  maintain  the  affordable  housing  stock  that  we  have  developed  under  these  pro- 
grams at  below  market  rents  than  it  is  to  provide  tenants  with  a  voucher  that  will 
be  difficult  for  residents  in  tight  or  specialized  markets  to  utilize  and  are  expensive 
to  maintain  over  time. 

We  appreciate  your  vigilance  in  working  to  provide  funding  for  housing  programs 
in  this  difficult  climate  and  we  look  forward  to  your  efforts  in  the  Conference  Com- 
mittee on  behalf  of  the  reformed  preservation  program. 
Sincerely, 

Joseph  P.  Kennedy  II,  Nancy  Pelosi,  John  Bryant,  Jim  McDermott,  Rich- 
ard Neal,  Charles  Schumer,  Luis  V.  Gutierrez,  Henry  B.  Gonzalez, 
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Thomas  Manton,  Patsy  Mink,  Major  Owens,  Jose  Serrano,  Sidney 
Yates,  Eddie  Bernice  Johnson,  Maurice  Hinchey,  Flo^d  H.  Flake,  Lu- 
cille Roybal-Allard,  William  H.  Orton,  Nydia  Velazques,  Lynn  C. 
Woolsey,  Thomas  Barrett,  Melvin  L.  Watt,  Lane  Evans,  Martin  Frost, 
John  Olver,  Bobby  Rush,  Maxine  Waters,  Elizabeth  Furse,  Robert 
Matsui,  Jerrold  Nadler,  Peter  DeFazio. 


letter  from  congressman  donald  m.  payne 

October  30,  1995. 

Hon.  Louis  Stokes, 

U.S.  House  of  Representatives,  Washington,  DC. 

Dear  Congressman  Stokes:  As  Chairman  of  the  Congressional  Black  Caucus,  I 
am  writing  to  express  my  strong  support  for  the  Low-Income  Housing  Preservation 
and  Resident  Homeownership  Act  (LIHPRHA)  adopted  by  the  Senate  in  1990,  and 
to  urge  you  to  place  priority  on  assuring  that  the  preservation  program  receives  suf- 
ficient funding  when  the  Conference  Committee  meets  to  reconcile  the  House  and 
Senate  HUDA'^ A/Independent  Agencies  bills. 

I  urge  the  Conferees  to  appropriate  $624  million  in  Budget  Authority  for  preserva- 
tion and  identify  the  $440  million  in  outlays  for  fiscal  year  1996  that  the  Congres- 
sional Budget  Office  has  determined  are  necessary  to  carry  out  the  reformed  pro- 
gram or  support  adequate  continued  funding  of  the  present  LIHPRHA  program 
until  the  authorizing  committee  can  redesign  the  program.  Failure  to  adequately 
fund  either  a  redesigned  program  or  the  current  program  will  result  in  prepay- 
ments, tenant  displacement  and  the  loss  of  a  stock  of  housing  that  is  considered  the 
best  in  HUD's  portfolio.  This  policy  will  devastate  many  of  those  who  are  rep- 
resented by  the  Congressional  Black  Caucus  who  are  pursuing  the  American  dream 
through  homeownership. 

Thank  you  in  advance  for  your  consideration  of  this  very  important  issue  and  for 
conveying  this  message  to  the  Conferees  and  to  the  White  House. 
Sincerely, 

Donald  M.  Payne, 
Chairman,  Congressional  Black  Caucus. 


letter  from  MEMBERS  OF  THE  U.S.  HOUSE  OF  REPRESENTATIVES 

July  7,  1995. 

Hon.  Louis  Stokes, 

Subcommittee  on  VA,  HUD  and  Independent  Agencies  Appropriations  Committee, 
Washington,  DC. 
Dear  Congressman  Stokes:  We  are  writing  to  express  our  concern  about  propos- 
als to  eliminate  the  Federal  preservation  program  (titles  II  and  VI).  We  understand 
that  you  will  be  marking  up  the  appropriate  legislation  next  week  in  subcommittee. 
Ten  projects  in  Massachusetts  have  already  been  approved  for  sale  by  the  Depart- 
ment of  Housing  and  Urban  Development  (HUD)  through  the  preservation  program. 
Thousands  of  residents  will  be  displaced,  and  nearly  $1  milhon  in  State  funds  and 
charitable  donations  will  be  lost  if  these  programs  are  eliminated. 

We  strongly  believe  that  Congress  has  a  responsibility  to  balance  the  budget,  and 
we  understand  that  eliminating  the  deficit  will  require  significant  cuts  in  all  kinds 
of  Federal  programs.  However,  failing  to  include  any  funding  for  the  preservation 
program  this  year  will  deny  thousands  of  low-  and  moderate-income  residents  across 
Massachusetts  the  chance  to  move  off  government  assistance,  and  become  home- 
owners. Since  many  of  the  residents  are  elderly,  they  will  be  forced  to  move  into 
nursing  homes  at  a  much  greater  cost  to  both  State  and  Federal  Governments. 

Funding  the  preservation  projects  already  approved  by  HUD  will  save  Congress 
money  in  the  long  run  by  keeping  thousands  of  Americans  off  costly  alternative  pub- 
lic assistance  programs.  Therefore,  we  strongly  urge  you  to  include  the  $550  million 
necessary  in  the  fiscal  year  1996  appropriations  bill  to  close  the  preservation 
projects  that  have  already  been  approved  by  HUD. 

Thank  you  for  your  consideration.  We  look  forward  to  your  response. 
Sincerely, 

Marty  Meehan, 
Peter  Torkildsen, 
Peter  Blute, 

Members  of  Congress. 
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letter  from  members  of  the  u.s.  house  of  representatives 

October  31,  1995. 
Hon.  Jerry  Lewis, 

Chairman,  House  Appropriations  Subcommittee  on  VA,  HUD  and  Independent  Agen- 
cies, Washington,  DC. 
Dear  Mr.  Chairman:  We  are  writing  to  express  our  support  for  funding  the  Low- 
Income  Housing  Preservation  and  Resident  Homeownersnip  Act  (LIHPRHA).  We 
were  pleased  that  the  Senate  heeded  your  committee's  call  to  reform  the  LIHPRHA 
housing  preservation  program. 

We  believe  that  Congress  should  support  a  reformed  and  more  cost-effective 
LIHPRHA  program.  The  program  should  focus  on  transfers  of  property  to  nonprofit 
and  resident  ownership  groups  rather  than  on  refinancing,  as  the  refinancing  por- 
tion of  the  program  may  be  more  susceptible  to  fraud.  It  is  important  that  housing 
stock,  for  the  elderly  in  particular,  is  preserved  as  the  cost  of  replacing  these  prop- 
erties is  prohibitive. 

We  strongly  believe  that  Congress  must  balance  the  budget  within  7  years,  and 
this  task  will  entail  significant  cuts  in  many  Federal  programs.  At  the  same  time, 
a  withdrawal  from  funding  the  program  may  diminish  the  efforts  of  low-income  resi- 
dents to  move  off  Government  assistance  and  become  homeowners.  Since  many  of 
the  participants  in  this  program  are  elderly,  they  may  have  to  move  into  nursing 
homes  at  a  high  cost  to  both  State  and  Federal  Government.  A  reformed,  cost-effec- 
tive LIHPRHA  program  will  ensure  that  we  honor  existing  commitments  to  seniors 
and  other  low-income  housing  residents. 
Thank  you  for  your  careful  consideration  of  this  matter. 
Sincerely, 

J.  Dennis  Hastert, 
John  Edward  Porter, 

Members  of  Congress. 


letter  from  members  of  the  u.s.  house  of  representatives 

October  19,  1995. 

Hon.  Louis  Stokes, 

Rayburn  House  Office  Building,  Washington,  DC. 

Dear  Mr.  Stokes:  Last  week,  a  number  of  our  colleagues  sent  you  a  letter  ex- 
pressing their  support  for  continued  funding  for  the  Low-Income  Housing  Preserva- 
tion and  Resident  Homeownership  Act  (LIHPRHA).  A  number  of  additional  col- 
leagues have  contacted  me  to  express  their  interest  in  supporting  this  effort.  Their 
names  appear  below. 

Thank  you  for  all  your  work  and  leadership  on  housing  issues,  and  for  your  efforts 
on  this  important  program. 
Sincerely, 

Joseph  P.  Kennedy  II,  Kweisi  Mfume,  Howard  Herman,  Rosa  DeLauro, 
Henry  Waxman,  Julian  Dixon,  Vic  Fazio,  Sam  Farr,  Esteban  Torres, 
George  Brown,  Bob  Filner,  Jane  Harman. 


letter  from  gov.  JIM  EDGAR,  STATE  OF  ILLINOIS 

November  9,  1995. 

Hon.  Jerry  Lewis, 

Chairman,  Appropriations  Subcommittee  on  VA-HUD  and  Independent  Agencies, 
Washington,  DC. 

Dear  Congressman  Lewis:  I  am  writing  regarding  the  efforts  to  reform  and  fund 
the  Low-Income  Housing  Preservation  and  Resident  Homeownership  Act 
(LIHPRHA). 

With  almost  100,000  rental  units  of  affordable  housing  lost  each  year  to  demoli- 
tion, abandonment  and  conversion  to  higher  income  use,  a  cost-effective  and  work- 
able preservation  program  is  a  must.  The  Senate  Repubhcan  proposal  that  provides 
a  capital  grant  for  the  purchase  of  these  units  by  nonprofits  and  tenants'  ownership 
groups  accomplishes  this  objective. 

It  is  my  understanding  that  this  approach  preserves  the  affordable  housing  at  the 
lowest  possible  cost  for  the  Federal  Government  and  reduces  the  ongoing  subsidy 
on  these  properties.  Without  a  reformed  and  adequately  funded  preservation  pro- 
gram, owners  could  prepay  their  mortgages  and  convert  to  market-rate  develop- 
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merits.  This  could  cause  the  displacement  of  the  many  seniors  and  low-income  indi- 
viduals that  rely  on  this  affordable  and  decent  housing. 

Illinois,  for  exaunple,  is  the  second  most  active  State  after  your  home  State  of  Cali- 
fornia, in  preserving  affordable  housing  through  LIHPRHA. 

I  applaud  the  Republican  efforts  to  balance  the  budget  by  2002  and  bring  sound 
fiscal  judgment  back  into  the  Government.  Affordable  housing  preservation  in  gen- 
eral, and  the  capital  grant  program  in  specific,  is  a  cost-effective  way  to  keep  people 
in  existing  housing  rather  than  replacing  the  lost  units  at  significantly  higher  costs 
to  States  and  Federal  Government. 
Thank  you  for  your  consideration  on  this  matter. 
Sincerely, 

Jim  Edgar, 

Governor. 


Exhibit  2 

[From  the  Salt  Lake  Tribune,  Sept.  25,  1995] 

Save  HUD  Housing  Funds 

When  Sen.  Bill  Bradley  decided  last  month  to  discontinue  his  Senate  career,  he 
stressed  his  dissatisfaction  with  the  legislative  process  by  stating,  "Neither  political 
party  speaks  to  people  where  they  live  their  lives."  Well,  he  and  his  Senate  col- 
leagues can  really  speak  to  people  where  they  live,  when  they  take  up  the  VA-HUD 
appropriations  bill  this  week. 

H.R.  2099,  one  of  the  13  spending  bills  that  must  be  passed  by  Oct.  1,  could  end 
up  putting  hundreds  of  low-income  elderly  Americans  out  of  their  homes  if  it  does 
not  contain  about  $440  million  in  capital-grant  funding,  which  would  enable  prop- 
erty owners  to  continue  to  provide  affordable  housing  for  those  who  need  it. 

Utah  Sen.  Bob  Bennett,  a  member  of  the  Appropriations  subcommittee  that  deter- 
mines Housing  and  Urban  Development  spending,  is  in  a  position  to  help  get  that 
funding  attached  to  the  bill  and  to  help  persuade  his  fellow  Republican  senators  of 
its  importance.  He  knows,  particularly  from  the  tight  housing  market  in  his  home 
state,  now  critical  this  funding  will  be  to  many  fixed  income  Utah  seniors. 

The  capital-grant  funding,  which  was  dropped  from  the  bill  the  subcommittee 
passed  earlier  this  month  because  it  exceeded  Congressional  Budget  Office  alloca- 
tions, would  essentially  serve  the  same  purpose  as  a  housing  preservation  program 
passed  by  Congress  in  1990.  That  successful  public-private  partnership  has  helped 
property  owners  maintain  lower-rent  units  for  the  low-income  elderly. 

The  preservation  program  did  that  by  providing  property  owners  with  alternatives 
to  "prepaying"  their  HUD-insured  mortgages  after  20  years  and  thus  escaping 
HUD's  rent  requirements — an  option  that  has  presented  itself  in  the  last  decade  to 
owners  who  had  developed  properties  with  HUD  assistance  in  the  1960's  and  1970's. 

Instead  of  opting  out  the  HUD  program  and  bringing  their  rental  units  up  to  mar- 
ket rates,  the  property  owners  were  given  two  other  options:  accepting  HUD  incen- 
tives to  keep  their  units  affordable  for  low-income  residents,  or  selling  the  property 
to  resident  groups  or  nonprofit  organizations.  The  new  capital-grant  plan  would 
serve  the  same  function,  giving  owners  one-time  payments  to  make  up  the  dif- 
ference between  their  property's  market  value  and  their  mortgage  balance — in  ex- 
change for  maintaining  low-income  units. 

The  net  effect  of  this  complex  financing  structure  is  simple:  Without  some  sort 
of  preservation  program,  property  owners  will  opt  out  of  HUD  programs  and  bring 
their  units  up  to  market  rates — which  means  displacement  of  those  who  cannot  af- 
ford the  new  rents.  And  in  Utah,  there  are  currently  more  than  700  units  in  14  de- 
velopments in  which  owners  may  soon  take  prepayment  if  there  are  no  HUD  sub- 
sidies. 

That  creates  the  immediate  specter  of  low-income  elderly  being  displaced  from 
their  homes  and  facing  fates  like  nursing-home  care  or  homelessness.  They  would 
have  no  choice:  There  is  no  funding  in  the  appropriations  bill  for  vouchers,  and  even 
if  there  were,  rent  vouchers  would  not  cut  it  for  the  elderly  in  the  tight  Utah  hous- 
ing market. 

Such  a  scenario  would  be  the  first  really  graphic  effect  of  how  the  Republican  rev- 
olution adversely  affects  the  poor.  The  Plepublicans  can  avoid  the  likelihood  of 
unpalatable  pictures  of  displaced  elderly  by  funding  a  housing  preservation  program 
in  the  VA-HUD  appropriations  bill.  It  would,  in  Sen.  Bradley's  words,  speak  to  peo- 
ple where  they  live. 
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[From  the  Salt  Lake  Tribune.  Sept.  9,  19951 

Hitting  Home 

(By  Rebecca  Walsh) 

The  walls  of  Enid  Robertshaw's  apartment  are  bare.  But  her  aging  furniture  is 
sturdy.  She  scrunches  down  in  a  tweed  easy  chair,  purchased  for  $15  at  Deseret  In- 
dustries, and  counts  her  blessings. 

Robertshaw,  92,  moved  into  Salt  Lake  City's  Capitol  Villa  apartments  in  June  and 
considers  herself  lucky.  She  lives  on  $426  a  month  in  Social  Security  and  a  food  al- 
lowance. "They  only  charge  you  $72  a  month  in  rent  here,"  she  whispers,  leaning 
forward. 

"Oh,  it's  hard  to  get  in  these  places,"  she  says.  "I  had  to  wait  two  months.  I  over- 
turned every  plank  to  find  a  place." 

She  has  no  children  and  she  has  lived  on  her  own  since  her  husband  died  40  years 
ago.  But  proposed  federal  budget  cuts  could  end  Robertshaw's  independence. 

The  House  has  passed  legislation  that  would  cut  programs  that  preserve  federally 
subsidized  and  assisted  housing,  Section  8  contracts  that  help  low-income  Utahns 
pay  their  rent,  and  public-housing  operating  subsidies. 

And  the  Department  of  Housing  and  Urban  Development  (HUD)  is  considering  re- 
placing subsidized-housing  programs  with  voucher  or  certificate  programs,  eliminat- 
ing wholly  subsidized  projects  and  requiring  those  on  assistance  to  find  their  own 
market-rate  apartments. 

At  least  21,000  low-income  Utah  households  receive  some  form  of  federal  assist- 
ance. A  third  of  those  could  be  hurt  by  the  budget-cutting  proposals,  says  Tim  Funk, 
director  of  the  Community  Coalition  of  Utah.  More  than  half  the  Utah  residents 
who  receive  housing  assistance  or  subsidies  are  elderly  or  disabled. 

"This  Congress  is  looking  at  making  cuts  and  making  policy  changes,"  Funk  says. 
"Some  of  that  is  welcome,  but  not  all  of  it  is  well-thought-through.  We  need  to  slow 
down." 

In  the  1970's,  Utah  property  owners  built  apartment  developments  with  HUD-ex- 
tended  mortgages  and  20-year  contracts  for  assisted  housing.  New  building  stopped 
during  the  Reagan  administration,  and  many  of  the  early  contracts  soon  will  expire. 
Once  the  contracts  expire,  investors  may  sell  and  pay  off  their  mortgages  early — 
or  turn  the  complexes  over  to  market  rents. 

In  1990,  Congress  offered  incentives  to  property  owners  to  keep  the  complexes  as 
assisted  housing.  The  law  also  allows  tenant  groups  to  buy  their  complexes  and 
keep  rents  low  using  HUD  grants.  That  funding  now  is  at  risk. 

Forced  to  Move?  Nine  Utah  housing  projects'  contracts  have  expired  and  have  not 
been  extended.  If  their  owners  sell  to  private  companies  or  start  charging  market 
rents,  the  low-income  families,  elderly  and  disabled  residents  who  live  in  the  build- 
ings will  have  to  move. 

Without  federal  grants  to  nonprofit  organizations  and  tenant  groups  to  buy  the 
properties  or  extend  low-rent  contracts,  there  is  little  incentive  for  owners  to  stay 
in  assisted  housing. 

The  Senate  has  yet  to  consider  the  House's  proposal,  but  advocates  say  it  is  un- 
likely to  be  as  quick  to  cut  all  subsidized  housing. 

The  Senate  VA-HUD-Independent  Agencies  Subcommittee  of  the  Appropriations 
Committee  will  vote  Monday  on  a  $550  million  proposal  for  subsidized  housing  next 
year.  Sen.  Bob  Bennett,  R-Utah,  sits  on  that  committee.  Bennett  press  secretary 
Mary  Jane  Collipriest  says  the  senator  supports  the  proposal. 

Still,  Funk  and  some  property  owners  are  mobilizing  their  residents  for  letter- 
writing  and  calling  campaigns,  and  hope  to  persuade  the  rest  of  Utah's  delegation. 

Phil  Carroll  owns  and  manages  200  subsidized-housing  units.  He  started  a  non- 
profit organization.  Community  Housing  Services,  that  is  trying  to  buy  up  and  pre- 
serve assisted  housing. 

Burrell  Davis  still  has  to  pay  about  $11,000  per  unit  on  one  20-unit  complex.  He 
can  sell  them  for  $30,000  to  $40,000  each.  His  Section  8  contract  will  expire  in  a 
year.  He  has  good  reason  to  sell — but  he  says  he  would  rather  not. 

Brian  Sellers  says  he  answers  to  several  different  investors  for  the  more  than 
1,000  units  he  manages,  including  Capitol  Villa.  The  investors  see  the  proposed 
budget  cuts,  he  says,  and  start  talking  of  bailing  out. 

"It's  a  really  hard  sell  for  us,"  Carroll  says.  "Our  economic  interest  is  not  to  pre- 
serve this  housing. 

"It  doesn't  take  much  to  realize  we've  got  to  preserve  this  housing,"  Carroll  says. 
"These  are  real  people.  This  is  where  they  live.  They  take  care  of  each  other." 
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The  House  has  proposed  $200  million  to  preserve  assisted  housing.  That  proposal 
and  the  Senate's  have  to  be  reconciled  in  conference  committee.  But  the  owners  are 
worried  about  the  House's  longer-term  plans  to  cut  Section  8  subsidies  in  half  by 
2002  and  replace  the  assistance  with  vouchers. 

Utah  HUD  coordinator  John  Milchick  says  HUD  is  committed  to  supporting  all 
existing  subsidized  units.  "We  want  to  renew  all  of  the  assistance  that's  there,"  he 
says.  "But  the  public  wants  to  address  the  deficit.  The  public  wants  fiscal  respon- 
sibility, and  the  money  has  to  come  from  somewhere." 

Davis  says  the  vouchers  will  be  meaningless  in  market-driven  complexes.  "I'm 
thinking  of  the  elderly  ladies  in  my  complex.  This  voucher  does  not  give  them 
enough  money  to  go  anywhere.  What  in  the  world  are  they  going  to  do?" 

James  Hocking,  a  48-year-old  disabled  resident  of  Capitol  Villa,  fears  going  back 
to  a  nursing  home  if  the  budget  cuts  pass.  Born  with  a  disk  missing  in  his  back, 
Hocking  lived  with  his  parents  and  spent  nearly  20  years  in  a  nursing  home  after 
they  died  before  moving  into  his  adapted  apartment  in  Salt  Lake  City  in  1981. 

He  says  finding  another  accessible,  afTordable  apartment  would  be  impossible. 
"Obviously  this  housing  is  needed,"  Hocking  says.  "Why  do  they  want  to  cut  it?" 


(from  the  Spokesman-Review.  Sept.  25,  1995J 

Under  the  Budget  Ax 

(By  Jim  Lynch) 

For  97  poor  families  at  Spokane's  Mt.  Vernon  Terrace  apartments,  rents  could 
soar  by  $200  a  month  next  year. 

Higher  up  on  the  South  Hill,  58  poor  and  elderly  residents  at  Regal  Village  Apart- 
ments fear  rents  will  double  and  force  them  from  their  one-bedroom  homes. 

When  dozen  of  these  tenants  recently  cried  out  for  fairness,  they  didn't  call  their 
landlords.  They  wrote  to  U.S.  Sen.  Slade  Gorton,  R-Wash. 

Perhaps  no  plank  of  the  federal  budget-cutting  platform  will  whack  Spokane  hard- 
er than  the  proposed  housing  cuts. 

As  many  as  600  apartments — almost  a  fifth  of  the  county's  low-income  housing 
stock — could  become  too  expensive  for  the  poor  if  Congress  votes  this  week  to  end 
incentives  and  subsidies  that  persuade  property  owners  to  offer  cheap,  federally  sub- 
sidized housing. 

Housing  advocates  fear  ending  the  so-called  low-income  housing  preservation  pro- 
gram will  shrink  Spokane's  already  overwhelmed  housing  stock  in  forcing  owners 
to  hike  rents  to  maintain  profits. 

They  warn  that  such  action  eventually  would  hold  Spokane's  poor  to  the  cheapest 
stretches  of  the  city,  creating  slums  commonly  found  in  larger  cities  and  forcing 
many  elderly  people  to  move. 

Mary  Hierath  is  proud  of  the  tress,  shrubs  and  roses  she  has  planted  around  her 
corner  Regal  Village  apartment  with  a  view  of  Browne  Mountain. 

"I  would  hate  to  move  at  my  age."  said  Hierath,  80,  who  has  lived  at  Regal  Village 
for  24  years. 

Her  neighbor,  Claire  Wilks,  91,  said  moving  doesn't  make  sense.  "I'm  too  old  for 
this  monkey  business.  I  like  it  here.  I  don't  want  to  move. 

Hierath,  Wilks  and  more  than  20  other  Regal  Village  tenants  wrote  Gorton  re- 
cently, urging  him  to  save  the  preservation  program. 

Gorton's  spokeswoman,  Heidi  Kelly,  said  the  senator  supports  efforts  to  "reform" 
the  program  but  also  said  he  hopes  the  final  version  of  the  complex  legislation  still 
will  encourage  owners  to  continue  working  with  the  U.S.  Department  of  Housing 
and  Urban  Development. 

The  goal  is  to  overhaul  HUD  and  ease  the  federal  burden  in  lodging  the  poor.  The 
cost  has  ballooned  from  $5.5  billion  in  1980  to  $23.7  billion  in  1994. 

Much  of  the  housing  in  HUD's  preservation  program  was  built  20  years  ago  with 
enticingly  low  federally  insured  interest  rates. 

As  the  mortgages  have  been  paid  off,  Congress  has  tried  to  preserve  housing  for 
the  poor  by  creating  more  incentives  to  keep  owners  from  bailing  out  of  the  program 
and  pursuing  market  rates. 

Incentives  include  tax  breaks  and  low-interest  loans. 

The  preservation  program  is  one  of  the  many  at  HUD,  but  it  is  a  major  one  in 
this  area.  Budget-cutters  say  it  is  too  expensive. 

Some  HUD  officials  maintain  there  is  no  need  to  panic  if  the  program  fades  away: 
evicted  tenants  will  be  given  vouchers  that  will  help  them  afford  lodging  elsewhere. 
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But  Congress'  commitment  to  funding  the  vouchers  is  unclear,  as  is  the  popularity 
the  vouchers  would  have  among  landlords  unaccustomed  to  doing  business  with 
HUD. 

One  point  most  everyone  concedes  is  that  the  voucher  system  will  work  far  better 
in  cities  with  fewer  preservation  programs  and  more  housing  options  than  Spokane 
has. 

Only  two  states  have  more  housing  in  the  preservation  program  than  Washington. 
And  Spokane's  low-income  housing  market  already  is  squeezed  so  tight  that  Gov. 
Mike  Lowry  recently  called  it  the  biggest  difference  between  East  Side  and  West 
Side  social  problems. 

The  waiting  list  of  HUD-subsidized  housing — where  qualified  tenants  pay  up  to 
30  percent  of  their  income  on  rent — is  2,000  names  long  in  Spokane. 

"Just  being  uprooted  is  enough  of  a  difficulty,  but  if  you  don't  have  any  place  to 
go,"  what  do  you  do?  asked  Andy  Reid,  director  of  the  Spokane  Low-Income  Housing 
Consortium. 

Without  the  ongoing  incentives,  some  Spokane  building  owners  say  they  will  have 
to  raise  rents  or  lose  money. 

"If  the  funding  is  not  available  *  *  *  we  will  convert  the  property  to  market 
rents,"  said  Gene  Bouma,  owner  of  Regal  Village,  who  urged  his  tenants  to  write 
Gorton. 


[From  the  Seattle  Post-Intelligencer.  Oct.  12.  1995] 

Senate  Delay  Could  Threaten  Housing  Aid 

(By  Eric  Houston) 

Two  weeks  after  the  U.S.  Senate  voted  to  delay  $624  million  in  funding  for  a  fed- 
eral housing  program,  Seattle  housing  advocates  say  nearly  900  units  of  affordable 
housing  in  the  city  could  be  jeopardized. 

The  Senate  voted  to  defer  funding  for  the  Low-Income  Housing  Preservation  pro- 
gram, which  is  operated  by  the  Department  of  Housing  and  Urban  Development  and 
encourages  property  owners  to  rent  to  low-income  tenants.  The  House  voted  to  allo- 
cate $200  million — about  $450  million  less  than  the  previous  fiscal  year.  A  House- 
Senate  conference  is  expected  to  meet  this  week  to  work  out  the  final  numbers. 

"A  program  that  receives  no  funding  now  stands  a  very  slim  chance  of  receiving 
funding  in  a  year,"  said  Philippa  Nye,  a  housing  policy  coordinator  for  the  Low-In- 
come Housing  Institute  in  Seattle.  "Deferred  funding  means  no  funding  forever." 

Housing  advocates  say  without  continued  funding,  property  owners  could  convert 
their  buildings  to  market-rate  sites,  displacing  hundreds  of  tenants. 

But  leaders  of  the  Republican-dominated  Senate  disagree,  saying  they  want  to  re- 
vamp the  program  to  encourage  property  owners  to  remain  in  it  and  prevent  the 
loss  of  low-income  housing.  They  expressed  concern  that  some  property  owners  could 
opt  to  withdraw  from  the  program  by  prepaying  their  mortgages. 

"Reforms  are  needed — there's  no  question  about  it."  said  Heidi  Kelly,  a  spokes- 
woman for  Sen.  Slade  Gorton,  R-Wash.  "It  could  be  very  frustrating  down  the  road 
it  we  were  to  have  a  shortage  of  low-income  housing  providers." 

Kelly  said  Gorton  favors  the  proposed  reforms,  which  would  offer  property  owners 
a  capital  grant  worth  70  percent  of  the  value  of  their  property  in  exchange  for  stay- 
ing in  the  housing  program  for  50  years.  She  said  Gorton  also  favors  giving  tenants 
rent  vouchers  in  cases  where  they  are  dislocated  by  property  owners  who  decide  to 
withdraw  from  the  program. 

The  preservation  program  gives  owners  of  subsidized  housing  complexes  incen- 
tives to  continue  operating  their  properties  as  low-income  housing. 

In  Seattle,  the  234-unit  Frye  Apartments  in  Pioneer  Square  and  the  55-unit  At- 
wood  Apartments  near  Pike  Place  Market  are  among  the  housing  sites  covered 
under  the  preservation  program.  Tenants  pay  30  percent  of  their  income  for  rent, 
and  HUD  pays  property  owners  the  difference  between  that  and  the  market-rate 
rent. 

About  $1.25  billion  has  been  spent  on  the  preservation  program  since  fiscal  year 
1992,  said  Helen  Dunlap.  HUD  deputy  assistant  secretary  for  multifamily  programs. 
She  said  about  $700  million  would  be  needed  during  the  current  fiscal  year  to  allow 
the  program  to  meet  the  demand  for  low-income  housing.  But  even  the  proposed 
House  funding  is  far  below  that  figure  and  would  require  taking  money  from  other 
HUD  programs. 

"The  principal  concern  is  that  there  be  enough  resources  to  protect  tenants." 
Dunlap  said.  If  the  housing  preservation  program  is  cut,  she  said,  the  Clinton  ad- 
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ministration  would  seek  to  use  rent  vouchers  that  dislocated  tenants  could  use  to 
find  housing  of  their  choice. 

Many  housing  advocates  have  criticized  vouchers,  saying  there  is  no  assurance 
tenants  will  receive  them  or  be  able  to  use  them  in  the  private  rental  market. 

"Vouchers  are  not  as  secure  as  the  way  it  is  now."  Nye  said.  "In  a  tight  market, 
someone  with  a  voucher  can't  compete  with  someone  who  has  money." 

Housing  advocates  say  many  of  the  apartments  threatened  by  the  funding 
changes  are  occupied  by  senior  citizens  and  people  with  disabilities. 

Yvonne  Benton,  a  tenant  representative  at  the  Ponderosa  Apartments  on  18th  Av- 
enue, said  loss  of  the  preservation  program  could  force  many  people  onto  the  streets. 
About  23  tenants  at  Ponderosa  live  in  apartments  covered  under  the  preservation 
program. 

"There's  no  place  for  these  people  to  go — this  is  their  home,"  said  Benton,  who 
has  lived  at  the  Ponderosa  for  10  years. 

Nearly  4,000  tenants  in  Washington  state  and  more  than  100,000  nationwide 
could  face  rent  increases  if  funding  for  the  preservation  program  is  delayed  for  a 
year,  housing  advocates  say. 

"Cutting  the  preservation  program  would  take  away  an  opportunity  for  low-in- 
come people  who  have  no  other  place  to  turn  to  for  support,"  said  Jackie  More, 
president  of  the  Laurelwood  Gardens  Tenants  Association  in  Federal  Way. 


(From  the  Los  Angeles  Times.  Sept.  23.  19951 

Low-Income  Renters  Await  Vote  on  Subsidies 

(By  Tim  May) 

Renters  in  some  federally  subsidized  apartments  await  an  important  vote  in  the 
U.S.  Senate  next  week  that  could  dramatically  reduce  the  number  of  afibrdable 
units  nationwide — and  kill  fledgling  efforts  by  renters  to  buy  their  buildings  and 
maintain  low  rents. 

Among  those  watching  will  be  64-year-old  John  Dunlop  of  Sylmar.  He  and  other 
residents  at  Valley  Pride  Retirement  Village  hope  to  purchase  their  88-unit,  feder- 
ally subsidized  building.  Their  complex  is  nothing  special — there  is  no  pool  or  sauna. 
"It's  basic  housing,"  Dunlop  said. 

But  events  in  Washington  could  kill  their  plans. 

If  the  Senate  votes  to  remove  next  year's  funding  for  the  Low  Income  Housing 
Preservation  and  Resident  Home  Ownership  Act,  landlords  of  about  120,000  apart- 
ment units  nationwide  who  have  provided  subsidized  rent  rates  for  the  past  20 
years  would  be  able  to  raise  the  rents  they  charge,  housing  officials  said. 

"That  means  that  thousands  of  low-income  tenants  would  not  be  able  to  continue 
to  afford  living  where  they  currently  live,"  said  Larry  Gross,  executive  director  of 
the  Coalition  lor  Economic  Survival,  which  supports  low-income  tenant  groups  that 
are  fighting  to  keep  their  homes. 

California  and  Los  Angeles,  which  have  more  low-rent  units  in  the  federal  Hous- 
ing and  Urban  Development  program  than  any  other  region  m  the  country  would 
be  hit  hardest  if  no  funding  is  provided  next  year,  according  to  Congressional  aides 
and  housing  advocates. 

There  are  about  10,500  units  at  risk  in  Los  Angeles,  2,667  in  the  San  Fernando 
Valley.  They  are  mostly  found  in  places  such  as  Sylmar,  Panorama  City,  Pacoima, 
Van  Nuys,  North  Hollywood  and  Canoga  Park,  said  Luz  Murillo,  a  management  an- 
alyst in  the  city  Housing  Department.  In  about  24  cases  across  the  city,  building 
owners  already  are  preparing  to  convert  to  market  rates,  as  is  the  case  at  the  88- 
unit  Silverlake  Plaza  in  Silver  Lake,  whose  residents  recently  received  rent  increase 
notices. 

The  federal  program  is  threatened  due  to  what  congressional  staffers  called  a 
"technical  procedure"  attached  to  a  bill  created  by  a  Senate  appropriations  sub- 
committee. 

The  subcommittee  had  attempted  to  include  housing  preservation  reform  in  a 
spending  bill  that  would  take  effect  next  month.  But  the  Congressional  Budget  Of- 
fice found  that  the  proposed  reforms — which  would  provide  capital  grants  to  owners 
of  low-income  housing  as  an  incentive  to  continue  offering  subsidies  for  another  50 
years — were  too  expensive.  As  a  result,  spending  for  the  program  was  not  author- 
ized until  October,  1996. 

That  means  that  the  owners  of  apartment  buildings  who  signed  up  for  low-inter- 
est government  mortgages  20  years  ago  in  exchange  for  providing  affordable  housing 
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would  be  eligible  to  pay  off  their  40-year  mortgages  and  raise  rents  now,  oflicials 
said. 

If  that  happens,  housing  advocates  said,  there  could  be  "substantial  displacement" 
of  poor  families,  senior  citizens  and  disabled  people  who  live  in  those  developments. 

If  funding  isn't  restored,  the  plans  of  dozens  of  recently  organized  tenants  groups 
seeking  federal  assistance  to  purchase  their  buildings,  including  at  least  four  groups 
in  the  San  Fernando  Valley,  could  be  squashed. 

The  preservation  program  law,  passed  in  1987,  requires  owners  who  want  to  get 
out  of  subsidized  housing  to  offer  to  sell  to  the  tenants  or  to  a  nonprofit  group  work- 
ing on  behalf  of  the  tenants. 

With  assistance  from  housing  advocates  and  nonprofit  attorneys,  tenants  are  put- 
ting pressure  on  California  lawmakers. 

An  aide  to  Sen.  Barbara  Boxer  said  the  senator  is  closely  following  the  issue  and 
hopes  to  influence  her  colleagues  to  authorize  spending  to  continue  the  program. 
But,  he  said,  housing  funds  are  "being  pitted  against  other  programs  ♦  *  *.  If  she 
says,  'Let's  appropriate  $624  million  for  preservation,'  that  has  to  come  from  another 
program." 

There  is  a  chance  that  an  earlier  approved  House  bill  authorizing  HUD  to  use 
$200  million  for  preservation  may  resurface,  officials  said. 

If  that  happens,  sources  said,  at  least  some  of  the  affordable  housing  currently 
at  risk  could  be  preserved.  But  for  now,  low-income  tenants  are  concerned  about 
their  ability  to  purchase  the  building  from  the  owners. 

Los  Angeles  housing  officials  expressed  alarm  at  the  possibility  that  the  funding 
may  be  lost. 

"There  are  about  150  affordable  housing  developments  where  the  owners  are  al- 
ready eligible,  or  will  be  eligible,  to  pay  on  their  mortgages"  and  raise  rents  in  Los 
Angeles,  said  Anna  Ortega-Garcia,  director  of  the  city  Housing  Department's  pre- 
payment office. 

"They  are  all  at  risk.  At  some  of  the  buildings,  the  tenants  are  trying  to  buy,  but 
only  one  building  has  already  done  that,"  Ortega-Garcia  said. 

That  building  is  the  132-unit  Mission  Plaza  Apartments  in  East  Lincoln  Heights, 
where  tenants  in  December  completed  a  $7.5-million  purchase  with  loans  from  HUD 
and  the  city.  The  purchase  enabled  most  of  the  tenants  to  preserve  their  Section 
8  housing  status. 

Project-based  Section  8  is  a  federal  program  that  sets  tenant's  rents  at  30  percent 
of  their  annual  income  and  provides  a  subsidy  to  pay  the  landlord  the  difference. 
It  differs  from  Section  8  vouchers,  which  provide  the  individual  tenant  a  specific 
amount  of  money  toward  rent.  The  tenant  is  then  responsible  for  paying  costs  be- 
yond the  value  of  the  voucher. 

HUD  officials  say  that  if  no  funding  is  found  for  next  year  and  residents  are 
forced  either  to  pay  higher  rents  or  move,  the  government  would  probably  find 
money  in  other  programs  and  give  vouchers  to  those  displaced. 

Tenant  group  advocates  counter  that  while  such  a  plan  is  workable  in  places 
where  housing  is  plentiful  and  reasonably  priced,  in  cities  such  as  Los  Angeles  and 
Boston,  where  rents  are  higher,  low-income  families  would  have  difficulty  finding 
new  homes. 

"From  the  city's  point  of  view,  this  would  be  a  lot  of  affordable  housing  to  lose," 
Ortega-Garcia  said.  "We  are  dismayed  at  what  is  happening,  but,  like  everybody 
else,  we  just  don't  know  how  it's  going  to  turn  out." 

Housing  advocates  from  Washington  to  Los  Angeles  characterize  the  situation  as 
close  to  a  crisis,  and  are  putting  their  hopes  in  a  lobbjdng  campaign  being  waged 
by  low-income  tenants  and  housing  advocates  from  Los  Angeles  and  other  cities  that 
would  be  affected  if  funding  is  eliminated  for  next  year. 

Kathi  Frazier,  a  board  member  of  the  Los  Angeles  County  chapter  of  the  National 
Alliance  of  HUD  Tenants,  left,  for  Capitol  Hill  on  Thursday  from  her  apartment  at 
Lurline  Gardens  in  Chatsworth.  A  working,  single  mother,  Frazier  said  she  had  a 
message  to  give  to  lawmakers. 

"What  Congress  is  doing  affects  everyone,"  Frazier  said.  "You  have  a  lot  of  low- 
income,  working  people  who  just  don't  make  enough  money  to  pay  market  rates," 
said  Frazier,  who,  as  president  of  the  tenant  association  at  Lurline  led  an  ultimately 
unsuccessful  effort  to  purchase  her  building. 

The  owners  gave  notice  to  tenants  in  1992  that  they  wanted  to  prepay  the  govern- 
ment mortgage  and  convert  to  market  rate  rents,  but  later  changed  their  minds  and 
decided  to  remain  in  the  preservation  program. 

The  action  raised  a  red  flag  to  Frazier  and  tenants  at  other  complexes,  like  Valley 
Pride  and  another  Sylmar  complex,  Astoria  Gardens  Apartments. 

At  Valley  Pride,  the  owners — a  group  of  limited  partners — are  cooperating  with 
tenants'  efforts  to  buy.  It's  a  homey  place,  where  residents  respect  the  property  and 
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each  other.  They  tend  small  garden  plots  and  flower  beds,  and  some  volunteer  at 
Olive  View  Medical  Center  and  at  a  nearby  convalescent  home. 

The  residents  have  been  working  with  the  nonprofit  Ecumenical  Assn.  for  Hous- 
ing in  San  Rafael  to  buy  the  building.  But,  because  of  the  uncertain  situation  in 
Congress,  many  of  the  residents  are  worried  about  the  future. 

Said  Dunlop,  an  artist  who  had  a  stroke  a  few  years  ago:  "If  we  have  to  move 
out,  if  they  give  all  of  us  vouchers  and  make  us  move,  there  aren't  that  many  good 
buildings  to  go  to." 

REDUCED  LIFESTYLE 

Thousands  of  families  and  individuals  who  are  currently  receiving  Section  8  hous- 
ing subsidies  may  soon  find  their  rents  skyrocketing  if  Congress  votes  to  do  away 
with  the  subsidies.  Here  are  profiles  of  a  family  and  a  disabled  individual  who  will 
be  directly  affected  by  the  proposed  cutbacks: 

Jeffrey  and  Charmaine  Geiser 

— Employment:  Jeffrey,  37,  works  as  an  X-ray  technician  at  an  area  hospital; 
Charmaine,  35.  is  unemployed. 

—Children:  3 

—Income:  $20,000 

— Rent:  $444  for  a  two-bedroom  apartment. 

— Rent  without  subsidy:  $806 

Pete  Martinez 

— Employment:  Pete,  52,  is  a  former  trucker  who  disabled  his  right  arm  in  an  ac- 
cident. 

— Children:  None 

— Income:  $692.36  a  month 

— Rent:  $311  for  a  one-bedroom  apartment. 

— Rent  without  subsidy:  $550 


[From  the  Loa  Angeles  Times,  Oct.  6,  1995] 

Central  Los  Angeles — Low-Income  Tenants  Rally  in  Support  ok  Rent 

Subsidies 

Political  rabble-rousers  long  have  told  the  masses:  Don't  mourn,  organize.  In  Sil- 
ver Lake  on  Thursday,  tenants  of  a  subsidized  apartment  complex  did  a  little  of 
both. 

Fearful  of  an  upcoming  congressional  vote  that  may  eliminate  rent  subsidies, 
about  40  tenants  from  Silver  Lake  Plaza  staged  a  mock  funeral  for  affordable  hous- 
ing. 

At  risk  in  next  week's  scheduled  vote  are  subsidies  for  an  estimated  10,500  apart- 
ment units  for  low-income  residents  in  Los  Angeles  County  and  140,000  nationwide, 
according  to  the  Coalition  for  Economic  Survival,  which  organized  the  event. 

"This  is  like  the  front  line  of  the  battle,"  said  coalition  leader  Larry  Gross. 

Residents  in  the  88-unit  complex  on  Evans  Street  say  they  have  received  notices 
of  drastic  rent  increases — some  more  than  doubling  current  rents. 

Property  manager  Mike  Damron,  who  watched  the  demonstration,  said  he  under- 
stood the  tenants'  plight  but  added  that  the  building's  owner  could  not  afford  to 
charge  below-market  rates  without  subsidies. 

"It's  an  injustice,"  sa'd  Ernestine  Burillo,  an  80-year-old  woman  who  has  lived  in 
the  complex  for  16  years.  "Where  are  we  going  to  go?  Where  are  we  going  to  live, 
on  the  streets?" 


[From  the  Oregonian.  Nov.  3.  1995] 

Housing  Advocates  Fear  Budget  Cuts  Doom  Low-Income  Projects 

(By  Osker  Spicer) 

The  Portland  area — already  racked  with  a  shortage  of  affordable  housing — could 
lose  about  1,000  low-income  projects  to  the  open  market  if  lawmakers  on  Capitol 
Hill  continue  to  whittle  down  federal  housing  subsidies. 

"I  understand  that  they're  trying  to  balance  the  budget,"  said  Joyce  Williams,  who 
has  lived  in  Northeast  Portland's  James  Lee  Gardens  complex  for  17  years,  "but 
they're  cutting  so  many  programs  from  people  on  low  incomes  who  are  really  trying 
to  do  better.  It'll  hurt  a  lot  of  people." 
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Williams  and  others  are  concerned  about  the  fate  of  the  Low-Income  Housing 
Preservation  and  Resident  Homeownership  Act. 

They  fear  that  a  joint  House/Senate  conference  committee  may  soon  cut  even 
deeper  into  the  program — created  in  1990  to  help  maintain  affordable  housing  rates 
by  requiring  owners  of  selected  properties  to  give  nonprofit  development  agencies 
or  tenant  groups  the  first  option  to  purchase  the  projects  they've  been  managing. 

The  big  worry  is  whether  a  joint  committee — formed  to  resolve  conflicts  between 
the  two  versions  of  the  budget  bill — will  favor  the  $624  million  Senate  version  or 
the  $200  million  House  version,  said  Will  White,  co-director  of  the  Housing  Develop- 
ment Center. 

At  stake  could  be  almost  5,000  low-income  housing  projects  in  Oregon  and  about 
1,000  projects  in  the  Portland  area,  White  explained  from  Washington,  D.C.,  where 
he  and  Jeff  Merkley  of  Human  Solutions  were  pushing  for  support  of  the  Senate 
plan. 

Housing  advocates  predict  the  House  plan  will  devastate  thousands  of  people  on 
fixed  incomes,  including  many  single-parent  families  and  elders;  damage  the  area 
economy  and  diminish  the  quality  of  life  locally. 

Among  those  advocating  the  cuts  is  U.S.  Rep.  Jerry  Lewis,  R-Calif.,  who  chairs 
the  House  Appropriations  subcommittee  dealing  with  the  Department  of  Housing 
and  Urban  Development. 

Lewis  said  in  a  recent  interview  on  National  Public  Radio  that  he  doesn't  see  a 
problem  with  at-risk  housing  in  his  home  state  of  California.  "The  rents  aren't  going 
to  be  double  and  we're  extending  contracts  with  those  people,  those  individual  land- 
lords. You  might  want  to  double  your  rent  or  your  rental  rates.  You  can  put  a  sign 
out  *  *  *  but  if  there's  nobody  to  rent  your  space,  you  know,  you're  going  to  be  in 
deep  economic  trouble.  And  *  *  *  we're  finding  that  there  is  no  major  move  on  the 
part  of  landlords  to  move  out  of  this  subsidized  housing  relationship  with  HUD." 

But  others  say  federal  help  is  an  absolute  must. 

White  said  that  the  $624  million  approved  by  the  Senate  would  allow  for  the  Or- 
egon projects  to  go  ahead;  but  he  said  the  House  version  would  mean  that  only  one 
of  the  4,931  projects  slated  to  be  sold  to  nonprofit-housing  agencies  at  below-market 
rates  will  be  completed. 

Owners  of  the  remaining  projects  then  would  be  allowed  to  offer  their  properties 
on  the  open  market,  where  it's  doubtful  the  rental  rates  would  remain  affordable 
to  most  of  the  current  low-income  tenants,  said  Gretchen  Dursch,  executive  director 
of  Housing  Our  Families. 

Dursch  said  the  Preservation  Program  is  important  not  only  to  the  tenants  but 
to  the  project  owners,  who  had  entered  federally  subsidized  agreements  with  hopes 
and  plans  of  being  able  to  liquidate  their  properties  at  a  specified  point;  and  to  the 
community,  which  will  have  to  struggle  with  increased  homelessness  and  displace- 
ments. 

Byrd  and  other  advocates  are  pushing  Sen.  Mark  Hatfield,  R-Ore.,  the  Appropria- 
tions Committee  chairman,  who  "is  the  key  to  getting  the  program  approved.  Hat- 
field is  the  key  in  the  Senate  and  Jim  Bunn  (R-Ore.)  is  key  in  the  House." 

Byrd  said  Democratic  Reps.  Ron  Wyden,  Peter  DeFazio  and  Elizabeth  Furse  sup- 
port the  preservation  program.  Rep.  Wes  Cooley,  R-Ore.,  could  not  be  reached  for 
comment. 


[From  the  Deseret  News.  Sept.  24,  1995] 

Cuts  Could  Leave  Low- Income  Scrambling  for  Housing  in  S.L. 

(By  Lois  M.  Collins) 

As  many  as  one-third  of  the  21,000  households  in  Utah  that  receive  federal  rent 
assistance  may  find  themselves  without  homes  if  the  Senate  votes  Monday  to  go 
along  with  cuts  proposed  by  the  Appropriations  Committee. 

The  result  will  be  displaced  families  scrambling  to  find  housing  in  one  of  the 
tightest  markets  in  memory,  according  to  critics  of  the  vote.  And  a  large  number 
of  the  poor,  elderly  and  disabled  people  who  live  in  privately  owned  low-income 
housing  may  become  homeless,  they  predict. 

At  issue  is  the  assisted-housing  preservation  program,  which  was  enacted  to  keep 
private  landowners  from  removing  their  housing  units  from  low-income  stock.  Devel- 
opers were  able  to  secure  low-interest  loans  to  build  the  units,  with  the  agreement 
they  would  remain  low-income  housing  units  for  20  years.  Then,  they  could  sell 
them  or  go  for  free-market  rates. 
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In  communities  where  housing  was  at  a  premium  and  rents  were  increasing, 
many  landlords  opted  out  of  the  agreement  by  paying  back  their  loans  early.  It  cre- 
ated a  crisis  so  severe  that  in  1990  Congress  passed  the  program  to  preserve  low- 
income  housing  stock.  Landlords  who  wanted  out  of  the  program  were  given  two 
choices:  sell  the  development  to  tenants  or  nonprofit  purchasers  who  would  contract 
to  manage  them  as  low-income  housing  for  perpetuity,  or  accept  a  one-time  HUD 
incentive  based  on  current  market  value  and  equity. 

Without  the  ban  on  prepayment,  landlords  nationwide  may  opt  out  with  100,000 
to  125,000  units,  said  Tim  Funk,  chairman  of  the  Housing  Authority  of  Salt  Lake 
County,  and  Buck  Bagot,  board  member  of  the  National  Low-Income  Housing  Coali- 
tion. 

Some  landlords  won't  be  able  to  resist,  given  rising  property  values  and  a  chance 
to  escape  government  regulations,  said  Phil  Carroll  and  Brian  Sellers,  who  between 
them  have  more  than  2,000  private  sector  "assisted  housing"  units  in  Utah. 

"For  private  owners  like  me,  the  reality  is  we're  going  to  do  just  fine,"  Carroll 
said.  "There's  no  problem  (for  landlords)  in  Utah  because  it's  such  a  strong  market. 
But  more  than  60  percent  of  the  people  in  this  kind  of  housing  are  senior  citizens" 
on  incomes  that  are  not  going  to  increase.  "They're  not  retrainable  and  they're  not 
easily  moved.  Most  were  wiped  out  by  a  spouse's  illness.  The  downside  is  the  day 
these  people  move  out  of  this  housing,  they're  in  nursing  homes. 

"Even  the  most  calloused,  profit-motivated  owner  realizes  this  program  is  impor- 
tant and  has  worked  very  well." 

Sellers'  properties  include  100-unit  complexes  in  Salt  Lake  and  Clearfield.  Two  of 
his  low-income  contracts  expire  this  year;  the  others  have  about  eight  years  to  go. 
If  Congress  doesn't  continue  the  preservation  program,  he  said,  he  and  his  investors 
won't  be  able  to  afford  to  keep  the  rents  below  market  rates — which  means  well 
above  a  low-income  household's  ability  to  pay  for  it.  People  who  receive  subsidies 
live  at  one-fourth  or  less  of  the  state's  average  annual  income.  "But  low-income  peo- 
ple who  can't  afford  market  rents  have  to  go  somewhere,"  he  said. 

HOPE  STILL  EXISTS  FOR  HOUSING  SUPPORT 

All  may  not  be  lost  in  the  effort  to  maintain  the  preservation  program  that  gives 
private  landlords  incentives  to  rent  their  housing  units  below  market  rates  for  poor 
people. 

Sen.  Bob  Bennett,  who  serves  on  the  VA-HUD-Independent  Agencies  Subcommit- 
tee of  the  Appropriations  Committee,  and  Sen.  Christopher  "Kit"  Bond,  R-Mo.,  who 
serves  as  its  chairman,  both  support  housing  preservation  and  are  discussing  ways 
to  preserve  the  funding. 

But  the  suggestion  that  the  government  instead  adopt  a  voucher  system  are  not 
being  met  with  much  enthusiasm.  In  tight  rental  markets  like  the  Wasatch  Front, 
people  are  on  waiting  lists  and  vouchers  from  other  programs  are  being  returned 
because  people  can't  find  places  that  will  take  them. 

And  critics  say  vouchers  are  more  expensive  than  the  incentives  to  landlords. 


[From  the  OreRonian,  Sept.  25,  1995] 

Senate  Bill  Threatens  Low-Income  Housing 

(By  Osker  Spicer) 

Hettie  McGee,  a  73-year-old  resident  of  a  privately  owned  low-income  housing 
complex  in  Northeast  Portland,  worries  that  she  may  lose  her  home. 

McGee's  home  for  almost  12  years  has  been  the  MJM  Plaza  on  Northeast  Sac- 
ramento Street,  near  Martin  Luther  King  Jr.  Boulevard. 

The  future  of  such  housing  projects  is  threatened  by  a  recent  Senate  Appropria- 
tions Committee  decision  to  slash  federal  spending  on  these  subsidies. 

"In  doing  so,  the  committee  condemned  thousands  of  seniors,  disabled  people  and 
families  living  in  these  mixed-income,  privately  owned  developments  to  lose  their 
homes,"  contends  Sara  Shortt  of  the  Oregon  Housing  Now  Coalition.  "Many  will  be- 
come homeless." 

But  Shortt  and  other  advocates  of  low-income  housing  hope  that  the  subsidy  pro- 
gram, created  in  1990,  will  be  rescued  when  the  full  Senate  tackles  the  Housing  and 
Urban  Development  Department  appropriations  bill  Mondav. 

Residents  and  housing  advocates  are  making  calls  and  rushing  letters  to  Sen. 
Mark  Hatfield,  R-Ore.,  the  Appropriations  Committee  chairman,  urging  him  to  in- 
tervene and  save  the  program  before  the  Senate  votes  on  the  HUD  bill  this  week. 
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Ken  Hart,  Hatfield's  legislative  assistant  on  housing,  said  Friday  the  senator  la- 
ments that — under  current  budget  restraints — saving  the  program  would  leave 
other  vital  department  projects  to  sink.  He  noted  that  the  bill  itself  faces  a  veto  be- 
cause it  has  no  funding  for  the  National  Youth  Service  initiative,  "and  the  president 
has  said  he  will  veto  it  if  it  comes  to  him  this  way." 

Meanwhile,  on  the  homefront,  fears  and  frustrations  linger. 

"I  don't  know  where  I'd  be  able  to  find  another  place  to  live  that  I  can  afford," 
said  McGee. 

Shortt  said  that  in  the  neighborhood  around  McGree's  building,  "the  average  rent 
for  a  one-bedroom  apartment  is  $484.  With  a  $459  monthly  Social  Security  check, 
$484  a  month  for  rent  is  an  impossibility. 

The  Senate  committee  intends  to  replace  this  housing  with  Section  8  vouchers  for 
low-income  residents  who  face  displacement,  Shortt  said.  But  in  Oregon,  the  vouch- 
ers are  often  useless  because  vacancy  rates  for  rental  units  are  as  low  as  1  to  3  per- 
cent. 

"The  problem  with  vouchers — and  a  lot  of  people  don't  seem  to  understand  this — 
is  that  people  have  had  to  wait  as  long  as  two  years  to  get  housing,"  said  C.J.  Ham- 
ilton, a  resident  in  another  subsidized  housing  complex. 

"But  people  can't  wait  that  long." 

The  49-year-old,  college-educated  technical  writer  said  she  had  to  curtail  her  ca- 
reer because  of  an  ailment  called  chronic  fatigue  syndrome. 

She  is  one  of  two  tenant  representatives  on  the  board  of  the  Rose  Community  De- 
velopment Corp. 

The  corporation  is  attempting  to  purchase — ^through  HUD's  housing  preservation 
program — the  Maria  Manor  Apartments  where  she  lives  in  Southeast  Portland. 

"I  am  lying  here  in  bed  on  the  verge  of  crjdng  because  I  don't  know  what  I'm 
going  to  do,"  she  said. 

"Some  people  may  say,  'Go  and  live  with  your  family,'  but  some  of  us  don't  have 
families.  I  would  never  make  it  on  the  streets.  I  couldn't  survive." 
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EXHIBIT  3 
RECAPITALIZATION  ADVISORS,  INC. 
Affordable  Housing  Preserva  tjon 

Appropria  tions  Required  ifPrepa  yment  Allowed 
Summary 

If  owners  of  LIHPRHA-eligible  property  regain  the  right  to  prepay,  roughly  75,000 
incrementa]  Section  8  vouchers  will  be  required,  at  a  total  Federal  outlay  {net  of  Section  236 
Interest  Reduction  Payment  recapture)  over  the  next  seven  years,  of  $2.0  billion.  Budget 
authority  required  will  be  $3.3  billion. 

Projected  Prepa  yments 

Appropriations  required  are  calculated  on  the  attached  schedule  and  its  footnotes. 
Principal  conclusions  from  the  analysis: 

L    At  least  85%  of  LLHPRHA  pipeline  owners  will  prepay.  About  77%  of  the  apartments 
now  in  the  pipeline  are  in  properties  with  at  least  SI, 000,000  Preservation  Equity  per 
property.  We  expect  that  all  of  these  owners  will  prepay  as  rapidly  as  they  can  arrange 
takeout  financing.  A  fijrther  15%  of  the  portfolio  has  between  $500,000  and  $1,000,000 
in  Preservation  Equity.  We  estimate  that  at  least  Aa^of  these  owners  will  prepay  as  well. 

2.  Pipeline  prepayments  will  occur  rapidly,  most  within  12  months.  Even  if  the  property  is 
only  at  breakeven  today,  prepayment  will  be  viable  if  an  ovmer  can  raise  rents  as  little  as 
$50  per  month,  and  nearly  all  LIHPRHA-viable  properties  will  be  able  to  do  that  almost 
immediately.  Arranging  the  necessary  fina/icing  should  also  be  straightforward:  a  new 
loan  need  only  pay  off  the  HUD  mortgage  (typically  about  SI  1,000  per  apartment  today), 
which  represents  50%  or  less  of  the  property's  estimated  post-conversion  value. 

3.  Other  properties  not  in  the  pipeline  will  also  prepay.  Beyond  the  properties  with 
immediate  conversion  potential  are  another  15,000  apartments  in  the  LEHPRHA  pipeline, 
plus  another  250,000  apartments,  not  yet  proceeding  under  LIHPRHA,  which  will  be 
prepayment-eligible.  Even  if  these  properties  have  little  or  no  value  today,  some  of  their 
owners  will  elect  to  prepay,  if  only  to  escape  HUD  regulatory  burdens  and  the  uncertainty 
attendant  upon  the  HUD  portfolio. 

We  believe  that  many  of  these  properties  will  eventually  prepay,  but  have  eliminated  them 
from  consideration,  chiefly  for  consistency  of  comparison  with  the  cost  of  preserving  the 
LIHPRHA  pipeline  under  capital  grant/loan. 

Element  Assumption    Derivation  and  evidence 

Section  8  administrative  8.2%   Current  policy. 

fee  as  a  percent  of  rent  Section  8  vouchers  are  administered  by  public  housing 

authorities  (PHA's)  who  are  paid  a  monthly  administrative 

fee. 

Apartments  in  pipeline      100,000         Compiled  from  responses  to  Freedom  of  Information  Act 

(FOIA)  requests  to  all  HUD  field  offices.  The  actual 
pipeline  is  larger  (about  150,000  apartments),  but  we  have 
subtracted  estimates  of  (a)  properties  that  have  already 
closed  LMPRHA  recapitalizations,  and  (b)  Talse 
positives':  recent  filings  of  properties  with  no  real 
Preservation  Equity. 
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Element 

Pipeline  apartments 
that  would  prepay 


Assumption    Derivation  and  evidence 


85% 


Timing  of  prepayments: 
Within  12  months 
12  to  24  months 
24  to  36  months 


Percentage  Section  8 
LMSA  on  property  now 


67% 
16% 
16% 


40% 


Assumes  prepayment  by  all  owners  with  Preservation 
Equity  per  property  of  $1,000,000  or  more  (77%  of  the 
pipeline),  plus  half  of  those  between  $500,000  and 
$1,000,000  in  equity  (another  15%  of  the  pipeline). 

This  figure  is  conservative  because  it  ignores  any  potential 
prepayments  fi-om  (1)  pipeline  owners  with  less  than 
$500,000  in  equity  (about  8,000  apanments)  or  (2) 
owners  who  have  yet  to  file  LIHPRHA  Notices  of  Intent 
(another  250,000  apartments). 

Recap  Advisors  estimate. 

Owners  whose  equity  is  greater  will  generally  prepay  first. 
In  addition,  it  will  take  the  typical  owner  some  time  to 
arrange  new  financing.  This  timetable  is  thus  largely  a 
matter  of  assessing  how  quickly  the  owner  will  be  able  to 
assemble  the  necessary  financing. 

Compiled  by  Recap  Advisors  fi^om  a  large  representative 
national  portfolio.  Compared  with  the  portfolio  as  a 
whole,  LIHPRHA-viable  properties  tend  to  have  slightly 
less  Section  8  LMSA,  because  they  have  higher  value  and 
thus  were  less  likely  to  have  needed  LMSA  in  the  past. 

All  current  LMSA  apartments  are  assumed  to  be  occupied 
by  very  low  income  residents;  although  occupancy  by 
low-income  is  possible,  under  Section  8  rules  in  force 
since  1981,  new  applicants  must  be  very  low  income,  and 
we  believe  that  as  a  practical  matter  essentially  all  such 
apartments  are  indeed  very  low  income. 


Years  remaining  on 
Sertion  8  LMSA 


Resident  income  mix: 
Very  low  income 
Low  income 
Moderate/market 


2         New  LMSA  contracts  are  five  years  or  less;  in  recent 
years  HUD  has  been  shortening  renewal  terms,  partly  in 
an  effort  to  conserve  budget  authority. 

When  an  LMSA  Section  8  contract  is  in  place  at  the 
property  today,  we  have  calculated  only  the  incremental 
outlays  resulting  fi^om  (1)  extending  Section  8  to  residents 
who  qualify  but  are  not  currently  receiving  it,  (2) 
increasing  rents  to  market  (which  we  have  assumed  is  the 
Section  8  FMR),  and  (3)  covering  Section  8  costs  after 
the  current  short-term  LMSA  contract  expires. 

Compiled  by  Recap  Advisors  fi-om  10,000  apartments  in 
67%      their  LIHPRHA  Plan  of  Action  phase.  These  figures 
22%      correspond  well  to  overall  portfolio  figures  which  HUD 
1 1%      has  compiled  in  other  contexts. 


104 


Element 


Assumption    Derivation  and  evidence 


Incomes  as  percentages 

of  area  median: 

VLI  with  Section  8  now 

VLI  without  Section  8 

Low  income 

Moderate/market 


Section  8  tenant  share  as  a 
percentage  of  income 

Annual  inflation 


Section  236 IRP 

per  apartment  per  year 


Compiled  by  Recap  Advisors  from  10,000  apartments  in 
their  LIHPRHA  Plan  of  Action  phase.  These  figures 
1 1%      correspond  well  to  overall  portfolio  figures  wliich  HUD 
26%      has  compiled  in  other  contexts.  We  chose  to  draw  a 
58%      distinction  among  very  low  income  residents  based  on 
89%      whether  they  now  have  Section  8  LMSA,  because  analysis 
shows  that,  at  1 1%  of  area  median  income,  a  very  low 
income  resident  without  Section  8  could  not  possibly 
afford  the  apartment.  Hence  these  residents  must  have 
higher  income  from  some  source. 

30%      As  provided  under  current  law.  The  Administration  has 
proposed  an  increase  to  35%. 

3%      Recap  Advisors  assumption  based  on  average  inflation 
over  the  last  three  to  four  years. 

$619         Recap  Advisors  assumption  based  on  a  typical  Section 
236  loan  with  original  balance  of  $14,000  and  interest  at 
7.0%,  reduced  by  Interest  Reduction  Payments  to  an 
effective  rate  of  1.0%  per  year  (3.03%  debt  service 
constant). 


Percentage  of  pipeline 
that  receives  Section  236 


66%      About  71%  of  HUD'S  360,000-apartment  Preservation 
Inventory  consists  of  Section  236  properties;  however. 
Section  221(d)(3)  properties  are  more  likely  to  have 
Preservation  Equity  (they  are  older,  have  lower  average 
mortgage  balances,  and  their  debt  service  is  less  reduced). 
Statistics  show  that,  of  the  first  23,000  apartments  in  the 
LIHPRHA  pipeline,  about  66%  were  Section  236. 


Prepayment  APPROPRIATIONS  (Budget  Authority  and  Outlays) 

Assumptions  and  Anal  ysis 


Summary 

Best  available  evidence  suggests  that  allowing  ov/ners  in  the  LIHPRHA  pipeline  to  prepay 
will  cost  the  Federal  government  about  $2.0  billion  in  incremental  outlays  (and  $3.3  billion  in 
budget  authority)  over  the  next  seven  years  (FY  96  through  FY  2002).  This  memorandum 
summarizes  the  principal  assumptions  involved  in  deriving  that  figure. 

Assumptions  and  Analysis 

Principal  assumptions  and  the  data  sources  from  which  they  were  derived: 

Element  Assumption     Derivation  and  evidence 

Current  rents  as  a  68%      Compiled  from  about  60,000  LIHPRHA  apartments  that 

percentage  of  FMR  have  reconciled  their  appraisals  with  HUD. 


Current  PBE's 


$25         Recap  Advisors  estimate. 
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Element 

Market  rents  on 
prepayment 


Section  8  voucher  rent 
as  percentage  of  FMR 


Derivation  and  evidence 

100%      Statistical  analysis  has  shown  that  LIHPRHA- viable  apart- 
ments have  market  rents  that  reasonably  approximate  the 
current  FMR.  The  Administration  has  recently  proposed 
lowering  the  Section  8  FMR's  from  the  45th  to  the  40th 
percentile.  Such  a  change,  if  made,  would  have  no  efiFect 
.  on  the  estimated  prepayments  (which  derive  from  true 
market  rents,  not  HUD  FMR's). 

100%      Current  policy. 

The  Administration  has  recently  proposed  lowering  the 
Section  8  FMR's  from  the  45th  to  the  40th  percentile.  If 
made,  this  change  would  reduce  the  net  outlay  costs  of 
delivering  Section  8  vouchers  to  displaced  residents,  but 
would  correspondingly  increase  overall  displacement  and 
resident  hardship. 
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Senator  Bond.  Thank  you,  Mr.  Bodaken.  That  is  the  reason  that 
you  are  here. 

I  do  believe  section  8  contractor  rules  are  included  through 
March  15  in  this  CR,  but  we  have  got  one  more  shot  to  try  to  get 
it  right,  and  with  your  help  and  the  help  of  this  panel  maybe  we 
have  a  chance. 

STATEMENT   OF   PATRICIA  J.    PAYNE,    SECRETARY,   MARYLAND   DE- 
PARTMENT OF  HOUSING  AND  COMMUNITY  DEVELOPMENT 

Senator  Bond.  Ms.  Payne. 

Ms.  Payne.  Good  morning.  My  name  is  Patricia  Payne.  Mr. 
Chairman,  members  of  the  subcommittee,  it  is  a  real  pleasure  to 
be  here  today.  I  represent  the  State  of  Maryland,  the  Maryland  De- 
partment of  Housing  and  Community  Development.  In  the  State  of 
Maryland  we  have  consolidated  all  of  our  housing  functions,  com- 
munity development,  and  historic  preservation  in  one  department 
of  State  government,  including  the  Housing  Finance  Agency,  and 
that  is  what  I  represent. 

I  also  am  here  today  on  behalf  of  the  National  Council  of  State 
Housing  Agencies  which,  as  you  know,  represents  all  of  the  50 
State  housing  finance  agencies  in  the  country. 

States  like  Maryland,  States  in  general  have  been  increasingly 
important  players  in  housing  and  community  development  over  the 
last  several  years.  Our  roles  have  grown  as  the  Federal  role  has 
shrunk,  and  let  me  give  you  some  examples  in  Maryland  of  the  key 
roles  we  are  playing. 

In  Maryland,  for  instance,  the  Governor  and  the  legislature  ap- 
propriates approximately  $50  million  in  general  funds  and  general 
obligation  bonds  for  housing  and  community  development  annually, 
and  in  this  tough  budget  year  Governor  Glendening  has  just  an- 
nounced his  capital  budget  with  continued  full  funding  and  com- 
mitment to  these  housing  and  community  development  programs. 

In  Maryland,  we  have  a  State-funded  mortgage  insurance  com- 
pany with  over  100  million  in  reserves,  funded  with  State  dollars, 
that  is  there  to  provide  insurance  for  single  family  and  multifamily 
housing. 

Not  only  that,  we  also  have  become  partners  with  the  city  of  Bal- 
timore in  their  efforts  to  replace  their  public  housing  high  rise  com- 
plexes. You  heard  that  mentioned  today. 

The  mayor  of  the  city  of  Baltimore  came  to  us,  asked  us  to  help 
finance  the  replacement  of  40  percent  of  the  units  in  the  four  pub- 
lic housing  complexes  that  will  be  torn  down  with  State  dollars.  We 
have  joined  with  him  in  a  commitment  of  $65  million  appropriated 
over  7  years  to  do  exactly  that.  We  will  finance  small  scale  develop- 
ments, we  have  small  scale  developments  throughout  the  city  to  ac- 
complish that  goal. 

Two  years  of  this  appropriation  have  already  taken  place;  $20 
million  is  already  on  the  table,  this  year  another  $10  million,  in  our 
$65  million  commitment  with  the  city  of  Baltimore  to  replace  pub- 
lic housing.  I  think  that  is  a  major  role  for  States. 

We  are  also  participating  as  one  of  the  three  States  in  the  HUD- 
held  mortgage  disposition,  so  we  are  looking  forward  to  that  role 
as  well. 
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We  are  here  today  because  in  order  to  be  effective  partners  and 
the  way  we  have  structured  our  program  is  around  the  Federal 
tools,  so  they  are  absolutely  crucial  to  us.  That  includes  HOME, 
community  development  bloc  grant,  section  8,  FHA  insurance,  and 
as  you  know,  the  low-income  housing  tax  credit,  and  I  think  the 
key  word  that  you  have  heard  today  has  been  something  called  un- 
certainty. That  is  what  we  all  face. 

Secretary  Cisneros  used  that  term,  and  other  members  of  this 
panel  referred  to  it.  We  simply  do  not  know  what  is  happening,  and 
I  think  we  are  increasingly  concerned  that  we  are  going  to  become 
road  kill  in  this  budgetary  war.  Road  kill  is  exactly  how  we  feel. 

Let  me  speak  to  some  of  the  major  issues.  We  have  got  to  do 
something  about  providing  some  certainty  of  funding.  We  cannot 
move  forward  with  home  and  bloc  grant  without  having  some  as- 
surance as  to  the  dollar  levels  that  we  are  going  to  be  dealing  with. 

We  would  like  to  see  agreement.  If  not,  we  have  got  to  work  out 
some  way  so  that  we  can  continue  to  be  assured  of  funding  levels 
for  our  key  programs. 

Uncertainty  has  certainly  been  the  key  for  the  low-income  hous- 
ing tax  credit.  Here  we  are  with  the  one  tool  left  at  the  Federal 
level  to  produce  affordable  rental  housing,  and  that  is  at  risk,  and 
its  status  unknown.  In  Maryland,  that  tax  credit  finances  3,000 
rental  units  a  year.  Without  that,  those  units  would  not  be  pro- 
duced. Interestingly  enough,  these  units  are  in  every  jurisdiction  in 
the  State  of  Maryland.  It  is  a  vital  tool.  We  have  to  see  it  contin- 
ued, and  we  are  hopeful  that  we  will  see  it  continued  with  your 
support. 

We  are  very  concerned  about  HOME  and  community  develop- 
ment bloc  grant.  We  applaud  you  for  funding  HOME  and  CDBG  at 
their  fiscal  1995  levels.  That  was  very  important,  key  to  us.  We 
need  to  know,  however,  what  allocations  we  are  going  to  receive  for 
the  future  for  the  next  year. 

We  are  right  now  in  the  middle  of  our  budgetary  process  in  An- 
napolis. The  legislators  are  asking  me,  what  is  the  status?  Not 
knowing  how  much  HOME  and  CDBG  money  we  will  have  means 
we  cannot  finalize  our  budget,  and  we  cannot  move  forward  with 
allocations  to  localities,  who  are  so  dependent  on  these  resources. 

Now,  in  the  short  term,  the  uncertainty  has  led  to  a  lot  of  delays 
in  processing  in  our  cash  management  drawdowns,  the  kind  of  day- 
to-day  disruptions  that  make  it  very  difficult  to  serve  our  cus- 
tomers, give  Government  generally  a  bad  name  and  keep  projects 
interrupted  at  the  local  level. 

On  section  8,  Mr.  Chairman,  we  are  very  appreciative  of  your  on- 
going concern  about  the  devastating  financial  losses  of  section  8 
contracts.  We  commend  you  for  the  1-year  renewals  at  the  current 
levels.  That  is  very  important.  There  are  about — right  in  the  State 
of  Maryland  we  have  over  65,000  project-based  section  8  units  in 
Maryland.  It  is  a  major  component  of  the  housing  business. 

If  the  section  8  project  subsidies  are  allowed  to  expire,  we  will 
be  moving  these  projects  back  to  market  rents,  which  will  mean 
substantial  defaults,  and  also  huge  impacts  on  the  tenants. 

We  understand  that  this  week  the  Senate  passed  an  extender  bill 
which  would  provide  a  1-year  renewal  authority.  We  also  know 
that  the  new  continuing  resolution  will  continue  through  March  15. 
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Whatever  the  vehicle,  we  ask  you  to  enact,  for  those  that  are  expir- 
ing now,  year-long  renewal  authority  as  quickly  as  possible  so  that 
we  do  not  lose  the  units  that  are  expiring  this  year. 

Fortunately,  we  do  not  know  of  any  States  that  have  bond-fi- 
nanced projects  that  are  expiring  this  year,  but  we  are  looking  at 
the  long-term  picture  here.  In  terms  of  this  issue  as  it  continues, 
we  in  Maryland  have  a  State-funded  mortgage  insurance  company. 
We  have  funded  a  substantial  number,  15,000  project-based  section 
8  units  over  our  history  of  25  years. 

The  legislature  did  not  like  moral  obligation,  so  they  created  a 
mortgage  insurance  company  as  an  intermediary.  That  is  why  we 
have  the  insurance  reserves  that  we  do.  We  have  taken  a  look  at 
what  would  happen  if  we  had  to  move  our  project-based  section  8 
projects  to  a  fair  market  rent,  or  market  rent,  given  the  markets 
that  exist  throughout  the  State  and  the  operating  costs  of  these 
projects. 

Having  looked  at  that,  we  can  tell  you  right  today  that  if  a  mark- 
to-market  were  in  effect  for  the  prefects  we  insure,  our  insurance 
company  would  have  losses  of  over  $30  million  and  essentially  put 
it  out  of  business.  This  is  a  major  concern  of  ours  in  the  State  of 
Maryland,  so  we  need  this  issue  to  be  dealt  with  sensitively,  under- 
standing that  there  are  real  issues  here. 

In  the  city  of  Baltimore,  for  instance,  project-based  section  8, 
there  are  20,000  units.  When  you  mark  20,000  units  to  market, 
what  impact  are  you  having  on  the  market  when  you  do  this,  and 
that  does  not  take  into  account  public  housing  or  any  of  the  other 
resources. 

We  also  want  to  commend  you  on  the  risk-sharing  program.  It 
is  currently  operating  under  a  continuing  resolution.  It  has  been 
enormously  successful,  and  a  very  efficient  way  of  doing  multifam- 
ily.  You  have  had  the  foresight  to  include  both  reauthorization  and 
10,000  new  units  for  State  risk-sharing  in  the  HUD  appropriations 
bill.  However,  under  the  terms  of  the  continuing  resolution,  HUD 
is  still  unable  to  access  them. 

That  program  has  been  around  since  1992.  The  States  have  par- 
ticipated. Maryland  is  one.  You  have  authorized  an  additional 
10,000  units.  We  think  that  this  makes  complete  sense.  You  risk, 
we  risk.  The  State  risk,  the  Federal  risk,  this  is  leveraging.  This 
is  the  kind  of  partnership  that  makes  sense  at  the  Federal  level. 
We  hope  you  can  resolve  the  issues  related  to  continuing  the  risk- 
sharing  effort  so  we  continue  this  program. 

In  the  area  of  FHA  single  family  mortgage  insurance,  you  have 
enacted  authority  to  continue  single  family,  thank  Grod.  That  is  one 
of  the  tools  that  has  been  around — it  is  absolutely  essential  for  af- 
fordable home  ownership.  Even  the  thought  of  not  continuing  it,  it 
is  remarkable  that  it  is  being  expressed  here. 

It  is  absolutely  essential  to  what  States  do,  because  60  percent 
of  our  bond  finance  units  for  single  family  are  credit-enhanced  with 
single  family  insurance  from  FHA,  We  need  to  keep  that  tool  avail- 
able for  us  to  be  your  full  partners  at  the  State  level. 

Some  of  the  States,  including  Missouri,  as  a  result  of  continuing 
resolutions,  are  reporting  delays  in  their  FHA  processing  for  the 
single  family  mortgage  loans.  Other  States,  including  North  Caro- 
lina, are  telling  us  that  they  are  unable  to  get  unpaid  FHA  claims. 
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That  is  a  very  serious  problem  for  them,  so  the  slowdown  in  proc- 
essing that  is  resulting  from  the  current  situation  is  very  serious. 

PREPARED  STATEMENT 

These  are  some  of  the  major  issues  facing  the  States.  We  want 
to  be  your  full  partners.  It  is  getting  really  tough,  and  we  appre- 
ciate all  you  can  do  to  help  us  out. 

Thanks  for  the  opportunity  to  speak  today. 

[The  statement  follows:] 

Prepared  Statement  of  Patricia  J.  Payne 

Mr.  Chairman,  Senator  Mikulski,  and  members  of  the  Subcommittee,  thank  you 
for  the  opportunity  to  testify  this  morning. 

I  am  Patricia  Pa3me,  Secretary  of  the  Department  of  Housing  and  Community  De- 
velopment. I  direct  the  State  of  Maryland's  affordable  housing  and  community  de- 
velopment efforts.  I  speak  to  you  today  on  behalf  of  the  National  Council  of  State 
Housing  Agencies,  which  represents  Maryland  and  all  of  the  housing  finance  agen- 
cies of  the  50  states. 

Maryland  and  most  states  over  the  past  several  decades  have  committed  signifi- 
cant state  funding,  person  power,  and  ingenuity  to  solving  our  problems  of  inad- 
equate housing  and  decajdng  communities.  But  our  resources,  like  yours,  are  lim- 
ited. Only  by  working  together,  through  effective  partnerships  like  HOME  and  FHA 
state  multifamily  risk-sharing,  can  we  achieve  our  mutual  goal  of  affordable  homes 
and  vital  communities  for  our  nation's  families. 

Our  ability  to  respond  at  the  state  level  depends  significantly  on  the  funding  you 
provide  for  programs  like  HOME,  CDBG,  Section  8,  and  FHA  insurance.  You  have 
not  let  us  down. 

We  commend  you,  in  this  year  of  severe  fiscal  austerity,  for  your  determination 
in  finding  the  resources  needed  to  sustain  these  essential  programs.  Now  we  plead 
with  you  to  do  everything  within  your  power  to  free  these  resources  from  the  budget 
stalemate.  Housing  and  community  development  programs  are  innocent  victims 
caught  in  the  cross-fire  over  real  budget  disagreements. 

We  all  want  agreement  between  the  Congress  and  the  Administration  on  a  fiscal 
year  1996  HUD  appropriations  bill.  Absent  an  agreement,  however,  we  must  find 
a  way  to  continue  housing  and  community  development  programs  at  the  funding 
levels  upon  which  everyone — the  Senate,  the  House,  and  the  Administration — has 
agreed.  Funding  levels  to  which,  Mr.  Chairman,  I  know  you  are  personally  and 
deeply  committed. 

The  states  are  painfiilly  aware  of  the  disruption  and  inefficiency  caused  by  uncer- 
tainty. As  you  know,  the  Low  Income  Housing  Tax  Credit  (Tax  Credit)  also  has  been 
hostage  to  the  budget  negotiations.  The  Balanced  Budget  Bill  vetoed  by  the  Presi- 
dent contains  a  1997  Tax  Credit  sunset.  If  sunset  is  enacted,  this  nation  will  lose 
its  greatest  and  virtually  only  producer  of  low  income  rental  housing.  In  Maryland, 
we  would  lose  nearly  3,000  low  income  rental  apartments  a  year.  I  know  you  agree 
this  is  a  loss  we  cannot  afford  and  a  program  we  could  not  replace. 

The  states  are  confident  that  with  your  continued  strong  support  and  the  support 
of  a  majority  of  your  Senate  and  House  colleagues,  we  will  defeat  sunset  and  pre- 
serve Tax  Credit  permanence.  In  the  meantime,  though,  the  mere  prospect  of  the 
Tax  Credit's  termination  is  already  severely  discouraging  Tax  Credit  investment 
and  development. 

We  cannot  afford  more  housing  casualties.  Without  quick  enactment  of  the  year- 
long housing  and  community  development  funding  and  program  authority  you  have 
provided  in  the  fiscal  year  1996  HUD  appropriations  bill,  the  states  face  the  follow- 
ing harsh  housing  realities. 

HOME  and  CDBG 

We  applaud  you  for  funding  both  HOME  and  CDBG  at  their  fiscal  year  1995  lev- 
els of  $1.4  billion  and  $4.6  billion,  respectively.  These  programs  are  indispensable 
housing  and  community  development  tools  which  work  and  should  be  maintained 
as  separate  funds.  More  could  be  done  to  streamline  HOME  and  CDBG  and  to  en- 
able states  to  use  them  more  flexibly  and  efficiently.  In  doing  so,  though,  we  implore 
you  to  preserve  their  unique  program  structures  and  missions  for  the  very  reasons 
you  created  them  as  distinct  funds. 
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In  a  typical  year,  states  by  now  would  know  their  HOME  and  CDBG  funding  allo- 
cations. This  year,  though,  HUD  is  unable  to  make  those  allocations  without  the 
certainty  of  full  year  appropriations. 

Not  knowing  how  much  HOME  and  CDBG  money  they  will  receive  and  when, 
states  are  unable  to  finalize  their  housing  budgets  and  plan  with  any  certainty  for 
the  future.  State  legislatures,  under  their  own  severe  budget  pressures,  are  reluc- 
tant to  set  aside  scarce  state  resources  to  meet  the  HOME  match  requirement  when 
the  amount  and  timing  of  that  obligation  is  unknown.  HOME  funding  uncertainty 
also  slows  the  progress  of  Tax  Credit  and  bond-financed  housing  developments 
which  rely  on  HOME  funding  commitments  for  gap  financing  which  cannot  be  pro- 
vided through  any  other  source. 

The  federal  government  shutdowns  and  personnel  furloughs  also  took  their  toll  on 
the  HOME  and  CDBG  programs.  HUD's  C/MI  reporting  system  closed  down  during 
the  first  furlough,  leaving  states  uncertain  of  the  timing  of  funding  disbursements 
and  expense  reimbursements.  In  addition,  some  states  were  unable  to  obtain  needed 
HUD  approval  to  transfer  CDBG  funds  from  one  program  use  to  another. 

SECTION  8 

Mr.  Chairman,  we  are  grateful  for  the  concern  you  have  expressed  time  and  time 
again  about  the  potentially  devastating  financial  impact  of  Section  8  contract  termi- 
nations and  rent  reductions  on  the  states.  We  commend  you  for  providing  one-year 
renewals  at  current  rents  for  New  Construction  and  Substantial  Rehabilitation  Sec- 
tion 8  project-based  contracts  expiring  in  1996.  This  renewal  authority,  however,  is 
not  covered  by  the  terms  of  the  current  continuing  resolution.  Without  this  author- 
ity, HUD  may  not  renew  these  contracts.  Two  thousand  Section  8  units  are  at  risk. 

We  understand  that  just  this  week  the  Senate  passed  an  extender  bill  you  cospon- 
sored,  Mr.  Chairman,  which  if  enacted  would  provide  this  one-year  renewal  author- 
ity. Whether  by  this  legislative  vehicle  or  some  other,  we  urge  Congress  to  enact 
this  authority  as  quickly  as  possible. 

If  these  Section  8  contracts  are  allowed  to  expire,  rental  assistance  payments  to 
their  property  owners  will  stop.  Thereafter,  owners  will  have  to  rely  on  whatever 
rent  is  obtainable  in  whatever  neighborhood  the  property  is  located,  even  if  that 
rent  is  too  little  to  maintain  the  building  for  the  tenants  or  to  avoid  a  default  on 
the  mortgage.  If  defaults  occur,  as  they  inevitably  will,  hundreds  of  tenants  will  be 
displaced  and  high  quality,  irreplaceable  affordable  housing  stock  will  be  lost. 

Fortunately,  we  are  not  aware  of  any  state  bond-financed  Section  8  properties 
with  contracts  expiring  this  year.  However,  since  state  agencies  financed  roughly 
one-quarter  of  this  inventory,  states  wUl  confront  this  problem  over  time.  If  Con- 
gress does  not  provide  for  the  renewal  of  Section  8  contracts  at  sufficient  rents  and 
state  bond-financed  mortgages  default,  the  states  would  have  to  come  up  with  the 
funds  or  default  on  the  bonds. 

All  states  are  harmed,  however,  by  the  disruption  today's  renewal  uncertainty 
causes  in  the  housing  bond  market.  This  adds  to  the  alarm  states  and  the  capital 
markets  are  already  experiencing  over  HUD  threats  to  cut  rents  in  continuing  Sec- 
tion 8  contracts.  Standard  &  Poor's  recently  wrote  in  Creditweek  Municipal,  that 
"Proposals  to  cut  or  revise  HUD  Section  8  rent  subsidy  contracts  ultimately  could 
affect  state  G.O.  ratings  if  the  changes  force  housing  finance  agencies  to  call  on  the 
state  moral  obligation  pledges  that  serve  as  a  safety  net  for  most  Section  8-assisted 
debt."  If  Section  8  rents  are  reduced  to  fair  market  rents  in  Maryland,  our  state 
insurance  fund  would  lose  more  than  $30  million,  forcing  it  to  abandon  new  busi- 
ness. 

With  regard  to  Section  8  FAF  properties,  we  thank  you  for  providing  authority 
not  contained  in  the  House  HUD  appropriations  bill  for  states  to  continue  to  refund 
the  high  interest  rate  bonds  that  financed  these  properties  and  share  equally  in  the 
savings  with  the  federal  government.  This  continues  a  win/win  situation  for  both 
the  federal  government  and  the  states.  The  federal  government  realizes  significant 
savings  to  the  Treasury  and  the  states  have  additional  funds  to  commit  to  new  af- 
fordable housing  activities. 

So  far,  the  continuing  resolutions  have  allowed  these  refundings  to  continue,  al- 
though the  federal  government  shutdown  delayed  the  processing  of  some.  We 
strongly  urge  the  Congress  to  protect  this  authority  in  any  future  continuing  resolu- 
tion and  to  find  some  way  of  extending  it  through  year-end. 

Section  8  also  suffered  from  the  shutdown.  Vermont  reports  that  its  request  for 
a  Section  8  contract  amendment  of  $400,000  was  delayed  and  the  state  had  to  pro- 
vide the  funds  until  the  amendment  could  be  approved  by  HUD.  Since  many  states 
request  contract  amendments  on  a  regular  basis,  this  problem  would  most  certainly 
recur  during  any  future  shutdowns. 
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FHA/HFA  MULTIFAMILY  RISK-SHARING 

Though  the  provision  of  FHA  multifamily  insurance  continues  under  the  current 
continuing  resolution,  the  enormously  successful  and  efficient  FHA/state  multifam- 
ily risk-sharing  program  mav  be  stopped  in  its  tracks.  In  the  absence  of  a  housing 
authorization  bill,  you  had  tne  foresight  to  include  both  a  one-year  reauthorization 
of  and  10,000  new  units  for  state  risk-sharing  in  the  HUD  appropriations  bill.  How- 
ever, under  the  terms  of  the  current  continuing  resolution,  HUD  may  continue  the 
program  but  is  unable  to  access  the  additional  units. 

The  state  risk-sharing  program,  first  authorized  as  a  20,000  unit,  three-year  dem- 
onstration in  1992,  is  an  extraordinary  model  of  how  FHA  multifamily  insurance 
should  operate.  In  1994,  its  first  year  of  operation,  28  states,  including  Maryland 
and  Missouri,  won  HUD  approval  to  participate.  Since  then,  more  than  half  of  the 
original  units  have  been  firmly  committed  and  participating  states  estimate  that 
they  could  use  the  rest  and  the  additional  10,000  units  you  authorized  easily  within 
the  year.  Without  these  units,  the  program  will  halt  and  planned  developments  will 
be  derailed. 

In  Maryland,  we  have  already  approved  three  developments,  exhausting  our  cur- 
rent allocation  of  475  units.  We  have  enough  demand  to  use  several  hundred  more 
units. 

State  risk-sharing  is  not  just  good  FHA  business.  It  is  also  a  better  buy  for  the 
federal  government's  credit  subsidy  dollar.  Because  risk-share  developments  use  as 
little  as  half  of  the  credit  subsidy  required  by  other  FHA  insurance  programs,  risk- 
share  developments  leverage  twice  as  much  mortgage  money  for  affordable  housing. 

We  are  pleased  that  risk-sharing  authority  and  the  new  units  are  also  provided 
for  in  the  Senate  extender  bill.  We  urge  you,  whether  by  this  bill  or  some  other  way, 
to  continue  this  program  with  additional  units  this  year.  We  also  recommend  that 
you  make  the  state  risk-sharing  program  permanent,  like  all  other  FHA  multifamily 
insurance  programs,  to  end  its  inefficient  stop  start  operation  and  to  maximize  its 
use. 

Many  states  still  use  FHA's  direct  multifamily  insurance  program.  Adequate  cred- 
it subsidy  for  those  programs  is  provided  for  under  the  continuing  resolution.  The 
government  shutdowns,  however,  have  presented  the  states  with  even  more  than 
the  usual  HUD  processing  hurdles. 

Some  states  report  that  HUD  staff  were  not  available  to  process  applications  for 
FHA  multifamily  insurance,  approve  funding  requests  for  properties  already  under 
construction,  and  inspect  properties  awaiting  approval,  delaying  their  financing. 
Other  states  reported  using  extraordinary  means  to  obtain  HUD  officials'  signatures 
required  for  the  insurance  processing  to  continue. 

FHA  SINGLE-FAMILY  INSURANCE 

Thankfully  Congress  has  enacted  authority  to  continue  the  FHA  single  family 
mortgage  insurance  authority  through  this  fiscal  year.  This  is  critical  to  states  be- 
cause nearly  60  percent  of  me  MRB  loans  states  make  to  lower  income  first-time 
homebuyers  are  FHA  insured. 

Some  states,  including  Missouri,  report  HUD  delays  in  FHA  mortgage  processing 
caused  by  the  shutdown  and  HUD  furloughs.  The  processing  of  FHA  single  family 
claims  was  also  slowed  significantly  HUD's  inability  to  pay  claims  on  its  single  fam- 
ily insurance  fund  during  the  shutdown,  costing  taxpayers  more  than  $1  million  in 
incurred  interest.  State  nousing  finance  agencies  that  foreclosed  on  FHA  insured 
properties  during  the  last  montiis  of  1995  stUl  await  pajrment  of  their  claims.  The 
North  Carolina  Housing  Finance  Agency,  for  example,  is  due  more  than  $300,000 
in  unpaid  FHA  claims. 

Mr.  Chairman,  we  are  optimistic  that  the  solution  to  these  problems  is  near.  We 
are  confident  that  with  your  usual  determination  you  will  find  it.  Thank  you  for  the 
opportunity  to  appear  before  you  this  morning. 

Senator  Bond,  Thank  you,  Ms.  Payne. 

Some  of  the  questions  you  asked  are  questions  I  have  asked 
about  what  happens  if  you  mark  all  these  things  to  market  rate? 
It  sure  is  a  good  question.  I  am  waiting  for  the  answers. 

Let  me  now  turn  back  to  Mr.  Gentry.  Earlier  we  asked  the  Sec- 
retary what  the  Department  was  doing  to  prepare  for  the  changes 
pending  in  the  appropriations  bill.  Can  you  give  us  your  perspec- 
tive on  how  local  housing  authorities  are  preparing  for  funding  cuts 
and  program  changes? 
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Mr.  Gentry.  Yes,  sir;  I  can  give  you  what  I  provided  as  some  in- 
formal advice  to  some  of  the  member  agencies  who  have  called  me 
and  asked  me  what  the  dickens  is  going  on  in  Washington. 

What  the  member  agencies  are  planning  on  is  an  optimistic  view 
that  we  will  get  the  90  percent  of  funding  that  evidently  the  CR 
will  provide  for.  I  have  also  advised  each  of  the  people  I  have  spo- 
ken with  to  prepare  fallback  positions,  as  we  must,  as  administra- 
tors, to  make  sure  local  programs  can  be  operated  as  far  as  we  can 
take  them. 

And  those  housing  authorities  that  had  January  1  fiscal  years, 
as  you  heard  Mr.  Janus  say  earlier,  have  received  funding  as  far 
as  I  know  based  on  the  funding  levels  that  came  out  of  the  con- 
ference committee  last  month,  but  every  agency  has  got  a  number 
of  contingencies  ready,  and  every  agency  is  scared  to  death  that 
they  may  be  falling  into  those  contingencies. 

I  might  point  out  again  what  I  indicated  a  while  ago  in  my  open- 
ing statement,  and  that  is,  housing  authorities  operate  on  a  thin 
margin.  We  are  restricted  on  our  incomes,  and  we  are  restricted  on 
the  reserves  that  we  can  carry.  What  a  housing  authority  will  do 
is  look  at  its  biggest  area  of  expense  if  it  begins  receiving  a  reduc- 
tion in  income,  and  that  biggest  area  of  expense  is  maintenance. 

We  have  to  pay  our  utility  bills.  We  have  to  maintain  our  books 
of  account  so  that  our  records  are  auditable,  plus  for  most  of  us 
over  one-half  of  our  expense  and  one-half  of  our  employees  are  lo- 
cated in  maintenance. 

What  will  happen  is,  maintenance  will  begin  to  receive  less  at- 
tention than  it  should.  Properties  will  begin  deteriorating,  and  we 
will  have  a  stock  that  will  show  the  results  of  lack  of  current  fund- 
ing. 

Senator  Bond.  Do  you  see  any  changes  in  how  the  administra- 
tive staff  of  HUD  is  functioning  relative  to  the  challenges  faced  by 
your  members  with  the  new  day  in  HUD  and  the  new  day  in  feder- 
ally assisted  housing?  Are  they  getting  the  message  yet? 

Mr.  Gentry.  Yes,  sir;  I  think  so.  I  am  hearing  this  all  over  the 
country,  that  local  HUD  staff  recognize  that  we  are  all  in  the  same 
boat,  and  that  has  not  always  been  the  case  in  all  States  in  the 
past,  and  that  sort  of  cooperative  attitude  is  nice. 

Also,  and  I  have  to  commend  the  Secretary  on  this,  I  think  he 
is  showing  a  good  bit  of  courage  in  beginning  to  deal  with  some  of 
the  long-term  troubled  large  city  housing  authorities  which  have 
helped,  unfortunately,  to  create  an  identity  for  all  of  us. 

Richmond,  VA,  is  certainly  not  Chicago  and,  unfortunately,  when 
those  big  city  agencies  get  the  bulk  of  the  publicity  and  things  are 
never  turned  around,  that  gives  a  false  impression  of  the  rest  of  us, 
and  I  think  to  the  Secretary's  credit  he  has  had  the  courage  to 
begin  dealing  with  those  issues,  and  that  is  a  marked  change  from 
the  past. 

Senator  Bond.  Well,  we  appreciate  the  assistance  you  have  given 
this  committee  throughout,  and  your  leadership  in  the  national  or- 
ganization as  well  as  the  good  job  you  are  doing  in  Richmond. 

Mr.  Bodaken,  let  me  thank  you  again  for  all  of  the  assistance  you 
have  given  this  committee  in  formulating  the  preservation  reform 
provisions  of  the  appropriations  bill.  This  is  an  area  which  is  ex- 
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tremely  complex,  and  obviously  we  have  got  to  have  a  lot  of  good 
ideas  and  guidance  from  people  who  really  know  how  it  works. 

What  is  your  perception  of  how  the  owners  and  nonprofit  pur- 
chasers are  enduring  the  delays  and  uncertainty  from  the  current 
budget  impasse,  and  how  does  it  look  to  you  at  this  point? 

Mr.  BODAKEN.  Well,  at  first  I  thought  they  were  going  to  blame 
me,  but  luckily  they  have  not  done  that  yet. 

In  all  the  deals  we  are  working  on,  every  one  of  them,  the  owners 
are  beginning  to  feel  like  we  have  come  this  way.  there  was  a 
promise,  there  was  a  concern  about  the  preservation  program  1 
year  ago,  whether  or  not  it  was  going  to  be  around.  We  got  over 
that  hurdle. 

Then  there  was  a  concern  about  appropriations  back  in  the  fall 
of  last  year.  We  seemingly  got  over  that  hurdle.  There  was  not  a 
celebratory  mood,  but  there  was  a  feeling  of  finality.  Just  like  any- 
thing else  in  life,  when  you  thought  you  had  achieved  something 
and  then  you  realize,  oh,  I  thought  I  had  it,  and  then  oops,  that 
is  what  is  going  on  now. 

There  is  a  feeling  generally  that,  I  thought  that  was  all  taken 
care  of.  What  is  going  on  now? 

Senator  Bond.  That  is  kind  of  the  way  we  felt,  too,  sort  of  like 
you  are  living  in  an  Alfred  Hitchcock  movie.  You  escape  from  what 
you  thought  was  the  final  trap,  and  they  drop  the  bomb  on  you. 

Mr.  BODAKEN.  I  really  think  that  is  what  is  happening,  is  that 
people — it  is  not  panic  as  much  as  just  a  dramatic  sense  of  unease 
and  anxiety,  and  I  am  constantly  talking  to  people  from  all  over 
the  Nation  who  are  sajring,  what  is  happening,  and  I  basically  say 
to  them,  I  will  tell  you,  anybody  who  tells  you  they  know  what  is 
going  on,  they  do  not  know  what  is  going  on. 

I  mean,  that  is  just  what  I  think,  is  that  nobody  really  knows, 
and  I  tell  them  that  until  I  know  exactly,  I  cannot  tell  you  that 
that  deal  is  going  to  close,  that  you  are  going  to  have  funding,  and 
the  residents  in  particular  on  the  transactions  we  are  working  on 
are  very  anxious,  because  we  have  been  giving  them  strong  signals 
that  this  was  going  to  happen,  once  we  thought  it  was  definitely 
going  to  happen  back  in  December.  I  think  they  are  feeling  equal 
unease. 

I  will  say  that  HUD,  to  its  credit,  is  trying  to  close  those  trans- 
actions which  are  most  imperiled  during  the  two  CR's,  and  I  hope 
that  that  is  what  happens  between  now  and  March  15,  and  field 
offices  have  begun,  I  think,  to  really  focus  on  those  that  are  most 
on  the  precipice,  but  that  will  take  a  little  bit  of  pressure  off,  but 
you  cannot  continue  this,  obviously,  indefinitely,  and  when  we  get 
another  bite  at  the  apple,  I  really  do  hope  that  the  reforms  em- 
bodied in  H.R.  2099  do  end  up  in  the  final  product,  because  you 
cannot  really  do  it  without  that  kind  of  a  certainty. 

I  hope  that  answers  your  question.  Basically,  there  is  a  lot  of 
unease.  There  is  a  real  sense  of  emptiness  that  we  thought  we  had 
achieved  something.  We  have  not  gotten  it  yet. 

Senator  BOND.  The  Department  is  working  well  with  you? 

Mr.  Gentry.  Yes;  but  last  night's  CR  frankly  presents  new  chal- 
lenges to  the  Department,  because  it  encourages  essentially  a  refi- 
nance option  that  was  supposedly  going  to  be  delayed  until  July  1 
under  the  reforms.  That  refinance  option,  as  I  understand  it,  can 
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only  be  accomplished  with  new  section  8.  That  leaves  tremendous 
ongoing  obligations. 

It  could  be  very  important  in  the  next  6  weeks,  but  I  hope  the 
Department,  the  capital  grant  that  we  put  together  for  sales  is  still 
there,  but  the  refinancing,  as  I  understand  it,  is  going  to  be  refi- 
nanced with  section  8,  long-term  section  8,  and  that  is  I  think  con- 
trary to  the  intentions  of  Congress. 

Senator  Bond.  I  think  that  does  require  a  law  change,  but  from 
your  statement  a  minute  or  so  ago,  I  find  great  comfort  in  that. 

One  of  the  first  maxims  I  heard  when  I  came  to  Washington  was, 
in  these  complex  and  chaotic  times,  if  you  are  not  thoroughly  con- 
fused, you  are  just  not  thinking  clearly.  Unfortunately,  that  applies 
again  today. 

Ms.  Payne,  give  me  an  assessment  of  what  the  risks  to  State 
housing  agencies  would  be,  the  borrowing  costs  and  impairment  of 
their  financing  capabilities  from  the  funding  disruptions  in  the  cur- 
rent impasse. 

Ms.  Payne.  In  terms  of  all  the  programs  we  are  dealing  with? 

Senator  Bond.  If  we  keep  rolling  this  current  CR  that  I  have  just 
had  put  before  me  were  the  rule  for  the  rest  of  the  year,  what 
would  happen? 

Ms.  Payne.  It  is  going  to  make  it  difficult  for  State  housing  agen- 
cies to  do  very  much  at  all  in  the  area  of  rental  and  multifamily 
housing  in  terms  of  new  production  or  substantial  rehabilitation. 

The  tools  that  are  usually  counted  on  to  be  there  to  provide  the 
necessary  support  to  cover  the  gaps  are  not  going  to  be  there,  or 
cannot  be  counted  on,  so  developers,  nonprofits  and  others,  are  not 
going  to  be  able  to  put  the  projects  together,  put  the  financing  to- 
gether, that  is  necessary  to  do  affordable  rental  housing,  so  what 
we  are  going  to  see  is  a  substantial  breakdown  in  our  pipeline. 

We  thought  that  once  the  permanent  extension  of  the  low-income 
housing  tax  credit  had  been  taken  care  of,  we  could  create  a  vehicle 
for  producing  rental  housing  that  would  begin  to  attract  nonprofit, 
for-profit  developers  for  a  continual  process  of  production,  combin- 
ing our  bond  tools  and  our  other  resources. 

That  sort  of  contract  has  broken  down.  We  are  finding  that  de- 
velopers and  nonprofits  are  uncertain  about  the  future,  so  they  no 
longer  want  to  look  into  the  potential  of  developing,  and  we  see 
that  we  are  going  to  lose  time  and  resources.  Big  questions  in  that 
area. 

Senator  Bond.  You  may  have  heard  earlier  that  Secretary 
Cisneros  put  very  high  emphasis  on  the  EDI  program  and  said  this 
was  vitally  important  to  local  communities. 

From  your  perspective,  both  with  your  responsibilities  at  the 
State  level  and  as  a  representative  of  the  communities  within  your 
State,  would  you  be  willing  to  take  cuts  in  CDBG  or  HOME  to  fund 
the  EDI? 

Ms.  Payne.  You  really  are  asking  a  tough  question.  Our  prior- 
ities at  the  State  level  are  education,  jobs,  and  safe  communities, 
in  that  order,  and  housing  and  community  development  is  an  issue 
in  terms  of  its  fitting  into  that  set  of  goals  as  an  economic  genera- 
tor as  well,  so  we  have  tried  to  make  it  an  aggressive  activity  in 
that  area. 
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State  housing  finance  agencies  see  their  major  role  in  economic 
development  activities.  Take  the  fifth  is  the  best  advice  I  have 
heard  on  that  one.  I  do  not  want  to  speak  for  their  organization. 

Senator  Bond.  I  had  to  face  that  question.  With  the  limited  re- 
sources available,  I  chose  funding  CDBG  as  opposed  to  EDI  and 
National  Service.  Frankly,  I  want  to  try  to  protect  those.  I  think 
CDBG  and  HOME  are  extremely  important. 

Do  either  of  you  gentlemen  have  areas  where  you  would  prefer 
more  money  in  HUD  programs  than  in  CDBG  or  HOME? 

Mr.  Gentry.  In  Richmond,  my  agency  is  a  combined  agency.  We 
are  also  a  redevelopment  agency.  We  administer  much  of  the  city's 
CDBG  and  HOME  funding,  and  I  would  hate  to  see  what  my 
mayor  or  city  council  would  do  to  me  if  I  advocate  reducing  either 
one  of  them. 

Senator  Bond.  Well,  just  tell  them  that  the  tradeoff — if  there  is 
going  to  be  negotiation,  I  hope  that  the  administration  can  find 
some  place  else  other  than  these  two  areas  to  cut. 

Oh,  just  as  a  last  comment,  Mr.  Gentry,  the  Secretary  had  raised 
strong  objection  to  our  proposal  to  transfer  fair  housing  to  the  De- 
partment of  Justice.  I  have  had  support  from  members  of  NAHRO 
for  that  proposal.  Would  you  give  us  your  guidance  on  that  ques- 
tion? 

Mr.  Gentry.  NAHRO  itself  has  not  taken  a  formal  position  on 
it.  However,  I  have  lived  in  the  South  all  my  life.  North  Carolina, 
Florida,  Texas,  and  Virginia.  I  remember  well  the  way  things  used 
to  be,  and  I  would  hate  for  any  misinterpretation  to  occur  over  our 
continued  requests  for  deregulation.  The  deregulation  that  we  have 
asked  for  is  to  help  give  us  the  flexibility  to  operate  our  own  pro- 
grams, not  to  allow  any  return  to  the  way  things  used  to  be  25  or 
30  years  ago. 

So  I  would  hate  to  see  anything  happen  that  would  allow  my 
part  of  the  country  to  go  back  to  the  way  things  used  to  be,  or  any 
statement  we  would  make  be  interpreted  in  that  light. 

Senator  BOND.  Well,  I  served  as  a  law  clerk  for  the  chief  judge 
of  the  Fifth  Circuit  Court  of  Appeals  in  Atlanta  30  years  ago,  when 
the  Federal  Government  was  taking  a  very  strong  position  to  end 
racial  discrimination.  I  certainly  feel  that  we  cannot  take  any  step 
which  might  open  up  the  opportunity  that  discrimination  would  re- 
turn. 

The  proposal  to  move  fair  housing  to  the  Department  of  Justice 
was  to  ensure  that  there  would  be  a  strong  civil  rights  oriented  en- 
forcement agency.  Some  members  of  NAHRO  have  said  they  find 
the  day-to-day  interference  in  the  activities  of  their  agencies,  the 
continuing  meddling,  I  think  one  person  put  it,  by  the  existing  op- 
eration within  HUD  to  be  one  of  the  biggest  problems  they  faced 
with  HUD.  It  was  on  that  basis  that  we  asked  the  question. 

Mr.  Gentry.  As  a  former  HUD  employee,  and  as  someone  who 
has  been  out  in  the  field  dealing  with  HUD  programs  for  over  15 
years,  there  is  always  an  interplay  between  people  in  the  field  and 
people  at  HUD  on  how  programs  get  done.  I  have  encountered 
meddling  myself,  and  not  just  in  the  area  of  equal  opportunity,  but 
other  areas  as  well.  I  have  seen  much  less  of  that  over  the  last  year 
or  two,  and  I  think  that  HUD  does  have  a  role  to  play. 
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One  of  the  things  I  might  say  as  well  as  a  continued  response 
to  this,  and  also  it  is  a  response  to  something  Senator  Mikulski 
said  this  morning,  it  is  the  umpires  that  control  behavior  of  a  game 
more  than  the  talent  or  ability  of  the  players  on  either  side. 

Likewise,  it  is  the  rules  that  are  established  in  the  city  that  gov- 
ern our  operations,  which  govern  much  of  the  behavior  in  the  field, 
and  I  would  think  that  what  we  would  look  for  is  that  the  rules 
that  come  out  of  here  give  us  as  much  reasonable  flexibility  and 
latitude  as  possible  in  the  field,  and  that  those  be  emphasized 
strongly  to  HUD,  and  that  could  go  a  long  way  toward  removing 
any  meddling  in  any  area  within  HUD  in  the  future. 

Senator  Bond.  Thank  you  very  much,  Mr.  Gentry,  Ms.  Payne, 
Mr.  Bodaken.  We  appreciate  your  assistance.  The  information  that 
you  have  given  me  are  arguments  I  will  take  to  my  colleagues  on 
the  floor.  We  will  give  them  hell  until  it  freezes  over  and  go  a  few 
rounds  on  ice  and  see  what  happens. 

SUBCOMMITTEE  RECESS 

Senator  BOND.  I  hope  the  next  time  you  are  back  here,  we  may 
have  a  bill  enacted.  Thanks  so  much. 

We  will  reconvene  at  2  o'clock  this  afternoon. 

[Whereupon,  at  11:54  a.m.,  Friday,  January  26,  the  subcommit- 
tee was  recessed,  to  reconvene  at  2  p.m.,  the  same  day.] 


(Afternoon  Session,  2:03  p.m.,  Friday,  January  26,  1996) 

The  subcommittee  met  at  2:03  p.m.,  in  room  SD-192,  Dirksen 
Senate  Office  Building,  Hon.  Christopher  S.  Bond  (chairman)  pre- 
siding. 

Present:  Senators  Bond,  Mikulski,  and  Lautenberg. 

ENVIRONMENTAL  PROTECTION  AGENCY 

STATEMENT  OF  CAROL  M.  BROWNER,  ADMINISTRATOR 
ACCOMPANIED  BY  FRED  HANSEN,  DEPUTY  ADMINISTRATOR 

OPENING  STATEMENT  OF  CHRISTOPHER  S.  BOND 

Senator  Bond.  This  hearing  will  reconvene. 

Good  afternoon,  Ms.  Browner,  witnesses,  and  guests.  This  after- 
noon we  are  going  to  hear  from  EPA  Administrator  Carol  Browner 
and  a  panel  of  outside  witnesses  regarding  EPA's  budgetary  situa- 
tion. 

As  a  result  of  the  situation  we  find  ourselves  in  with  the  appro- 
priations bill  for  VA  and  HUD  being  vetoed  last  month,  and  CR's 
of  different  stripes  and  character  and  lengths  being  proposed,  I 
hope  we  can  move  beyond  the  problems  of  how  we  got  here  to  talk 
about  how  we  can  resolve  the  impasse,  what  the  bottom  line  is  for 
EPA,  and  what  kinds  of  problems  EPA  is  encountering. 

We  had  to  take  a  very  careful  look  at  EPA  in  the  1996  appropria- 
tions bill  we  passed  because  in  times  of  very  tight  budgets  we  had 
to  balance  the  needs  of  the  environment,  veterans,  housing,  space, 
science,  and  many  other  programs  and  activities  within  an  ex- 
tremely tight  budget  allocation.  I  believe  the  cut  in  our  appropria- 
tions bill  was  about  the  largest  that  any  committee  took. 

We  approached  the  task  with  respect  to  EPA  based  on,  among 
other  things,  the  recommendation  of  the  nonpartisan  National 
Academy  of  Public  Administration,  and,  of  course,  a  number  of  wit- 
nesses that  we  had  before  the  committee. 

We  have  done  our  very  best,  or  did  our  very  best  to  provide  ade- 
quate funding  for  environmental  protection.  Indeed,  the  Senate  ver- 
sion of  the  EPA  appropriations  bill  provided  slightly  higher  than 
the  fiscal  year  1995  budget  for  EPA's  operating  programs  and  State 
categorical  grants,  while,  as  I  said,  the  subcommittee  allocation 
was  reduced  almost  12  percent  below  the  1995  levels,  and  I  think 
that  is  something  that  some  of  the  critics  of  this  bill  have  over- 
looked. 

Specifically,  the  largest  cut  in  the  Senate  bill  to  the  EPA's  budget 
came  from  congressional  earmarks  for  water  and  sewer  projects, 
and  if  there  is  one  thing  that  is  uniformly  scorned  in  this  town,  ex- 
cept by  those  who  are  successful  in  getting  the  earmarks,  it  is  ear- 
marks, and  also  from  Superfund,  a  program  sorely  in  need  of  re- 
form, and  one  which  we  must  pursue  authorizing  legislation  to  re- 
form. 
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We  think  that  many  of  the  recommendations  of  the  National 
Academy  of  Public  Administration  were  closely  followed  in  the  bill, 
including  turning  more  responsibility  over  to  the  States,  and  trying 
to  do  a  better  job  of  prioritizing  the  resources  to  meet  the  highest 
environmental  needs. 

The  Senate  bill  held  enforcement  within  the  operating  programs 
at  fiscal  year  1995  levels,  with  larger  reductions  in  Superfund  en- 
forcement commensurate  with  the  need  to  slow  the  program  down 
pending  reauthorization.  The  slight  reductions  to  enforcement, 
were  predicated  on  the  notion  advocated  by  the  National  Academy 
of  Public  Administration  and  others  that  EPA's  role  as  environ- 
mental top  cop  should  change,  recognizing  that  the  States  have 
gained  significant  capability  over  the  past  25  years  in  enforcing  en- 
vironmental laws. 

One  of  the  witnesses  who  appeared  at  last  year's  hearing  on  re- 
forming the  EPA,  Mary  Gade,  head  of  the  Illinois  EPA,  stated: 

The  Federal  Government  is  doing  things  that  are  now  within  the  province  of  the 
States,  which  is  getting  out  there  and  doing  the  day-to-day  implementation  of  our 
environmental  laws,  getting  out  in  the  field  and  doing  inspections  enforcement. 

We  took  these  comments  to  heart  in  determining  that  some  re- 
ductions to  enforcement  could  be  made,  and  in  recognition  of  the 
EPA's  role  in  the  21st  century  as  one  we  ought  to  recast  building 
on  the  States'  growing  capacity,  where  the  States  have  both  the 
ability  and  the  determination  to  seek  continued  environmental 
progress. 

Again,  I  want  to  reiterate  the  fact  that  these  were  NAPA's  rec- 
ommendations. It  is  not  an  effort  to  take  the  environmental  cop  off 
the  beat,  as  some  have  mistakenly  charged.  We  are  looking  to 
make  changes,  and  significant  changes  that  can  show  continued 
and  improved  progress. 

While  EPA's  operating  programs  were  reduced  slightly  in  the 
House-Senate  conference,  EPA's  total  budget  actually  increased 
above  the  Senate  total  by  $48  million.  In  deference  to  the  adminis- 
tration's concern  that  Superfund  required  additional  funding,  the 
conferees  found  $160  million  more  for  Superfund,  despite  grave  res- 
ervations about  how  the  program  was  working.  The  amount  pro- 
vided for  actual  site  cleanup  activities  and  so-called  response  ac- 
tions represented  an  increase  of  about  $100  million  over  the  fiscal 
year  1995  level.  This  amount  ensured  that  all  ongoing  site  cleanups 
would  continue,  and  that  funding  would  be  available  for  new  starts 
at  sites  posing  higher  risks. 

In  conference,  just  about  all  the  so-called  riders  were  deleted 
with  key  exceptions  being  provisions  carried  from  previous  years, 
and  a  provision  I  feel  quite  strongly  about  to  prevent  duplication 
in  the  Federal  wetlands  program. 

Despite  a  good  deal  of  work  to  make  the  bill  acceptable  to  the 
President,  we  learned  it  was  not  good  enough  and  that  the  Presi- 
dent intended  to  veto  the  conference  report. 

We  then  put  together  a  compromise  proposal  in  an  effort  to  get 
the  bill  enacted  which  would  have  shifted  funds  from  the  sub- 
committee's allocation  to  the  President's  priorities,  including  an  ad- 
ditional $240  million  for  EPA  enforcement,  Superfund,  and  State 
revolving  funds,  but  we  were  unable  to  achieve  a  compromise  or 
any  negotiation,  and  the  bill  was  vetoed. 
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This  was  extremely  disappointing  to  all  of  us,  not  just  because 
of  the  time  we  put  in  on  this,  but  because  of  the  critical  need  for 
the  housing  reforms  along  with  the  authorizations  for  such  impor- 
tant new  activities  as  EPA's  performance  partnership  grants,  all  of 
which  were  wiped  out. 

The  administration  has  indicated  now  an  additional  $2.5  billion 
is  needed  to  garner  the  President's  support  for  the  VA-HUD  bill, 
including  a  large  chunk,  $966  million,  for  EPA.  I  would  like  to  be 
able  to  have  another  $2.5  billion,  too,  but  that  simply  is  not  pos- 
sible as  long  as  we  stay  with  the  budget  constraints  under  which 
this  committee  is  operating. 

I  do  not  have  access  to  the  tooth  fairy,  and  we  do  not  have  the 
additional  funds.  Moreover,  the  administration's  list  of  must-haves 
is  one  that  I  find  somewhat  difficult  to  take  seriously.  The  $2.5  bil- 
lion price  tag  is  staggering,  but  even  more  staggering  is  the  fact 
that  items  like  $75  million  for  Boston  Harbor  made  it  onto  the 
must-have  list.  This  raises  questions  about  how  serious  the  nego- 
tiations are  from  the  administration,  and  perhaps  suggests  that 
there  may  be  other  advantages  to  continuing  the  stalemate. 

If  you  detect  some  frustration  in  my  voice,  it  is  because  I  have 
grown  weary  of  attacks  and  some  misstatements,  mischarac- 
terizations  about  this  bill  as  being  antienvironment,  and  the  re- 
fusal to  end  the  stalemate.  I  disagree  strongly  with  those  who  have 
attempted  to  characterize  the  legislation  thusly,  and  to  the  notion 
that  it  would  be  detrimental.  It  may  be  less  than  we  would  like  in 
an  ideal  world  for  such  activities  as  constructing  water  treatment 
facilities,  but  resources  are  not  unlimited,  and  we  must  deal  with 
an  out-of-control  Federal  budget  deficit. 

Unfortunately,  the  budget  impasse  has  resulted  in  EPA  being 
shut  down  for  the  better  part  of  a  month  and  operations  being  re- 
duced significantly.  Under  the  current  continuing  resolution,  EPA's 
budget  is  about  $5.3  billion  compared  to  the  $5.7  billion  in  the  con- 
ference agreement.  Had  the  administration  accepted  the  proposal 
for  a  compromise,  the  EPA  budget  would  have  been  $5.9  billion, 
and  we  could  have  avoided  a  lot  of  the  shutdown,  the  disruption 
and  the  waste. 

I  think  it  is  clearly  possible  to  balance  the  budget  by  the  year 
2002.  It  seems  that  everybody  has  signed  onto  that  proposition, 
and  also  to  provide  adequate  funding  for  the  environment.  I  think 
it  is  time  to  make  some  fundamental  changes,  however,  to  the 
structure  of  our  Nation's  environmental  protection  system,  includ- 
ing moving  away  from  some  of  the  command  and  control  activities 
of  the  past,  which  means  that  we  ought  to  focus  more  of  the  work- 
ing activities  on  the  State  localities,  where  they  have  the  capacity 
and  the  will  to  do  the  job  properly,  and  I  think  this  can  be  done 
without  degradation  and,  in  fact,  improved  environmental  protec- 
tion and  cleanup. 

I  think  that  is  one  of  the  messages  of  the  NAPA  report,  and  we 
will  be  holding  a  hearing.  I  want  to  work  very  closely  with  my 
ranking  member.  Senator  Mikulski,  who  came  up  with  the  idea  of 
the  NAPA  report  in  the  first  place  and  started  that  in  the  process, 
and  we  look  forward  to  working  with  EPA  and  the  others  rep- 
resented here  as  I  hope  we  get  beyond  the  budget  problems  for  this 
year  and  begin  work  on  a  constructive  path  for  the  future. 


124 

PREPARED  STATEMENT 

Today,  we  do  want  to  assess  how  the  Agency  is  functioning  under 
the  CR,  the  effects  of  the  shutdown,  and  precisely  what  it  is  going 
to  take  to  make  this  legislation  acceptable  to  the  President,  so  Ms. 
Browner,  we  thank  you  and  Mr.  Hansen  for  being  here. 

[The  statement  follows:] 

Prepared  Statement  of  Christopher  S.  "Kit"  Bond 

U.S.  Senator  Christopher  S.  "Kit"  Bond,  Chairman  of  the  Senate  Appropriations 
Subcommittee  on  Veterans  Affairs,  Housing  and  Urban  Development  (VA-HUD)  and 
Independent  Agencies,  called  this  afternoon's  special  hearing  to  examine  the  current 
budgetary  situation  at  the  Environmental  Protection  Agency  (EPA)  resulting  from 
the  President's  veto  last  month  of  the  appropriations  measure  for  fiscal  year  1996. 
In  opening  the  hearing.  Bond  expressed  hope  that  the  hearing  would  "move  beyond 
the  blame  game  to  talk  about  how  this  impasse  can  be  resolved,  and  what  the  bot- 
tom line  is  for  EPA." 

The  following  is  the  complete  text  of  Bond's  opening  statement: 

The  fiscal  year  1996  appropriation  for  EPA  resulted  from  a  careful  attempt  to  bal- 
ance the  needs  of  the  environment,  along  with  veterans,  housing,  space,  science  and 
many  other  programs  and  activities  within  a  very  tight  budget  allocation  necessary 
to  achieve  a  balanced  budget  by  the  year  2002.  It  resulted  from  studying  the  rec- 
ommendations of  the  non-partisan  National  Academy  of  Public  Administration 
(NAPA),  and  listening  to  the  witnesses  who  appeared  at  a  hearing  I  held  last  May 
on  reforming  EPA. 

I've  done  my  best  to  provide  adequate  funding  for  environmental  protection.  In- 
deed, the  Senate  version  of  the  EPA  appropriations  bill  provided  slightly  higher 
than  the  fiscal  year  1995  budget  for  EPAs  operating  programs  and  state  categorical 
grants,  while  tne  overall  subcommittee  allocation  was  reduced  dramatically  below 
1995  levels,  a  fact  which  virtually  has  been  ignored  in  the  criticism  of  this  appro- 
priations bill.  Moreover,  the  largest  cuts  in  the  Senate  bill  to  EPA's  budget  came 
from  Congressional  earmarks  for  water  and  sewer  projects,  and  from  Superfund,  a 
program  sorely  in  need  of  reform. 

Tne  bill  closely  mirrored  recommendations  made  by  the  National  Academy  of  Pub- 
lic Administration,  including  turning  more  responsibility  over  to  the  states  and  bet- 
ter prioritizing  resources  to  meet  the  highest  environmental  risks.  The  Senate  bill 
held  enforcement  within  the  operating  programs  at  fiscal  year  1995  levels,  with 
larger  reductions  in  Superfund  enforcement  commensurate  with  the  need  to  slow 
this  program  down  pending  reauthorization.  Reductions  to  enforcement  were  predi- 
cated on  the  notion  advocated  by  the  National  Academy  of  Public  Administration 
and  others  that  EPA's  role  as  the  environmental  cop  must  change,  recognizing  that 
states  have  gained  significant  capability  over  the  past  25  years  in  enforcing  environ- 
mental laws. 

Quoting  from  a  witness  who  appeared  at  last  year's  hearing  on  reforming  EPA, 
Mary  Gade,  head  of  Illinois'  EPA,  stated  "the  Federal  government  is  doing  things 
that  are  now  within  the  province  of  the  states,  which  is  getting  out  there  and  doing 
the  day-to-day  implementation  of  our  environmental  laws,  getting  out  in  the  field 
and  doing  inspections,  enforcement  *  *  *."  We  took  comments  like  these  to  heart 
in  determining  that  some  reductions  to  enforcement  were  appropriate,  and  in  rec- 
ognition that  EPA's  role  in  the  21st  century  ought  to  be  recast,  building  on  the 
States'  growing  capacity.  Again,  these  were  NAPA's  recommendations,  and  I  want 
to  emphasize  that.  Implementing  these  recommendations  is  not  tantamount  to  tak- 
ing the  environmental  cop  off  the  beat,  as  we  have  heard.  We  were  attempting  to 
make  some  significant — but  much-needed — changes. 

While  EPA's  operating  programs  were  reduced  slightly  in  the  House-Senate  con- 
ference, EPA's  total  budget  actually  increased  above  the  Senate  total  by  $48  miUicn. 
In  deference  to  the  administration's  concerns  that  Superfund  required  additional 
funding,  the  conferees  found  $160  million  more  for  Superfund,  despite  grave  res- 
ervations about  how  the  program  was  working.  The  amount  provided  for  actual  site 
cleanup  activities — so-called  'response  actions' — represented  an  increase  of  about 
$100  million  over  the  fiscal  year  1995  level.  This  amount  ensured  that  all  ongoing 
site  cleanups  would  continue,  and  that  funding  would  be  available  for  new  starts 
at  sites  posing  high  risks. 

In  conference,  just  about  all  of  the  so-called  riders  were  deleted,  with  the  key  ex- 
ceptions being  provisions  carried  from  previous  years  and  a  provision  I  feel  quite 
strongly  about  to  prevent  duplication  in  the  federal  wetlands  program.  Despite  a 
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good  deal  of  work  to  make  the  bill  acceptable  to  the  President,  we  learned  it  wasn't 
good  enough  and  the  President  intended  to  veto  the  conference  report.  I  then  put 
together  a  compromise  proposal,  in  an  effort  to  get  the  bill  enacted,  which  would 
have  shifted  funds  within  the  Subcommittee's  allocation  to  the  President's  priorities, 
including  an  additional  $240  million  for  EPA  enforcement,  Superfund  and  state  re- 
volving funds.  Yet,  the  White  House  was  not  interested  in  negotiating  a  compromise 
and  the  President  vetoed  the  bill. 

This  was  extremely  disappointing,  since  we  had  worked  for  the  better  part  of  a 
year  to  put  together  this  vital  legislation.  Critically  needed  housing  reforms,  along 
with  autiiorizations  for  such  important  new  activities  as  EPA's  performance  partner- 
ship grants,  were  wiped  out  by  the  President's  veto  pen.  The  Administration  has 
indicated  an  additional  $2.5  billion  is  necessary  to  garner  the  President's  support 
for  the  VA-HUD  bill,  including  $966  million  for  EPA.  I'd  like  another  $2.5  billion 
too,  but  this  simply  isn't  possible  if  we  want  to  balance  the  budget.  I'm  not  the  tooth 
fairy  and  I  must  deal  with  the  reality  of  what  it  takes  to  balance  the  budget. 

Moreover,  the  administration's  list  of  'must-haves'  is  difficult  to  take  seriously. 
The  $2.5  billion  pricetag  is  staggering,  but  even  more  staggering  is  the  fact  that 
items  like  $75  million  for  Boston  Harbor  made  it  onto  this  'must-have'  list.  It  would 
appear  that  the  administration  is  not  serious  about  negotiating  a  solution,  and  has 
decided  that  stonewalling  is  politically  advantageous. 

If  you  detect  some  frustration,  it's  because  I've  grown  quite  weary  of  the  attacks 
and  demagoguing,  being  pilloried  as  anti-environment  and  the  refusal  to  end  this 
stalemate.  I  take  strong  exception  to  the  way  this  legislation  has  been  characterized, 
and  to  the  notion  that  it  will  be  detrimental  to  the  environment.  It  may  be  less  than 
we'd  like  in  an  ideal  world  for  such  activities  as  constructing  water  treatment  facili- 
ties, but  resources  are  not  unlimited  and  we  must  deal  with  an  out-of-control  federal 
budget  deficit. 

Unfortunately,  this  budget  impasse  has  resulted  in  EPA  being  shut  down  for  the 
better  part  of  a  month  and  operations  being  reduced  significantly.  Under  the  current 
continuing  resolution,  EPA's  budget  is  approximately  $5.3  billion,  compared  to  $5.7 
billion  in  the  conference  agreement.  Had  the  administration  accepted  our  com- 
promise last  month,  EPA's  budget  would  have  been  $5.9  billion,  $600  million  more 
than  the  current  C.R.  level.  The  disruption,  waste  and  uncertainty  associated  with 
the  shutdown  could  have  been  avoided. 

I  believe  it  is  possible  both  to  balance  the  budget  by  the  year  2002  and  provide 
adequate  funding  for  the  environment.  I  believe  it  may  be  time  to  make  some  fun- 
damental changes  to  our  nation's  environmental  protection  system — including  mov- 
ing away  from  the  punitive,  command-and-control  system  of  the  past — which  should 
result  in  lower  resource  needs  for  EPA.  But,  this  can  be  accomplished  without  deg- 
radation to  the  environment.  The  NAPA  report  of  one  year  ago  made  this  clear.  We 
will  hold  a  special  hearing  within  the  next  month  to  focus  on  such  comprehensive 
reforms.  Today,  I'd  like  to  assess  how  the  agency  is  functioning  under  the  C.R.,  the 
effects  of  the  shutdown  and  precisely  what  it  will  take  to  make  the  EPA  spending 
legislation  acceptable  to  the  President. 

STATEMENT  OF  BARBARA  MIKULSKI 

Senator  Bond.  I  will  now  turn  to  my  ranking  member,  Senator 
Mikulski. 

Senator  MiKULSKl.  Thank  you,  Mr.  Chairman. 

Administrator  Browner,  we  welcome  you  to  this  hearing.  I  know 
this  has  been  a  tough  month  for  the  employees  at  EPA.  There  has 
been  nothing  as  demoralizing  as  the  shutdown,  and  there  has  been 
nothing  as  demoralizing  as  these  artificial  categories  between  es- 
sential and  nonessential.  I  believe  that  all  the  employees  at  EPA 
are  essential,  and  that  they  should  be  given  value  accordingly,  but 
not  to  know  if  you  were  going  to  have  your  bills  paid  or  your  mort- 
gage paid  and  all  of  these  things  have  been  enormously,  I  think, 
draining  on  morale. 

I  would  hope  that  in  this  process  of  shutdown  we  have  not  per- 
manently destroyed  the  morale  of  the  Federal  civil  service,  and  I 
hope  we  have  not  destroyed  the  ethic  of  civil  service  in  this  coun- 
try. I  think  we  need  to  repair  many  environments,  not  only  our 
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physical  environment  but  the  environment  in  which  Federal  em- 
ployees have  been  laboring. 

Having  said  that,  I  believe  that  as  we  go  forth  in  this  continuing 
resolution  and  in  the  budget,  I  know  Senator  Bond  has  worked 
very  hard  to  provide  real  leadership,  and  he  worked  very  hard  to 
provide  an  $800  million  add-back  over  what  the  House  had  done, 
and  even  offered  to  add  an  additional  $240  million  to  see  if  we 
could  get  the  bill  signed,  as  also  providing  the  leadership  to  get  rid 
of  pretty  draconian  riders  that  came  from  the  House,  so  we  made, 
we  think,  important  strides. 

But  the  fact  remains  that  the  conference  agreement  cuts  EPA  by 
$1.7  billion  below  the  President's  request  and  about  $1  billion 
below  current  levels,  and  it  is  ironic,  because  I  understand  the 
world  is  beating  down  our  door  for  American  environmental  exper- 
tise, both  governmental,  nonprofit,  and  profitmaking  in  terms  of 
how  they  can  clean  up  their  environments,  so  while  we  are  shut- 
ting ourselves  down  the  world  is  knocking  on  our  doors  to  learn 
from  you,  from  the  nonprofit  sector,  and  from  the  private  sector 
community  that  has  worked  on  environmental  degradation,  clean- 
up, and  so  on. 

Where  we  find  ourselves,  I  believe,  now  is  a  25-percent  reduction 
for  environmental  enforcement,  a  45-percent  cut  in  funds  needed 
for  community  drinking  water,  30-percent  cut  in  funds  to  States  to 
build  wastewater  treatment  plants,  which  I  hear  all  over  the  State 
of  Maryland,  and  a  25-percent  cut  in  Superfund  hazardous  waste 
cleanup. 

The  American  people  do  want  clean  air  and  clean  drinking  water, 
they  want  to  clean  up  contaminated  sites,  and  they  want  us  to  op- 
pose efforts  to  weaken  the  environmental  laws.  They  want  us  to  op- 
erate on  common  sense  and  find  common  ground.  I  hope  we  can 
continue  to  do  that. 

I  do  not  want  to  see  any  more  cuts  in  the  EPA's  budget,  and  I 
cannot  support  that,  but  I  do  not  want  to  see  another  shutdown, 
so  I  will  be  supporting  the  CR,  even  though  it  is  a  melancholy 
choice. 

Mr.  Chairman,  you  tried  hard  to  save  this  bill,  but  we  were  dealt 
a  skimpy  allocation,  a  function  of  the  original  budget  resolution. 
With  or  without  a  budget  deal  I  know  we  will  continue  to  work  to- 
gether and  hope  we  can  come  up  with  a  bill  that  the  President  can 
sign  to  provide  safety  for  the  environment. 

Senator  Bond.  Thank  you  very  much.  Senator  Mikulski. 

Senator  Lautenberg. 

STATEMENT  OF  FRANK  R.  LAUTENBERG 

Senator  Lautenberg.  Thank  you  very  much,  Mr.  Chairman.  I 
thank  you  for  holding  this  hearing.  I  am  delighted  to  welcome  Ad- 
ministrator Browner  to  this  subcommittee,  and  the  team  that  you 
represent. 

Before  I  begin,  I  want  to  commend  you,  Ms.  Browner,  for  the  out- 
standing job  that  you  have  done  at  EPA.  Your  leadership  has  been 
critical,  and  it  has  been  there  during  a  very  difficult  period  of  time, 
you  have  my  thanks. 
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I  would  also  ask  you  to  pass  on  to  the  employees  of  the  Agency 
my  apology  for  the  way  we  have  treated  them.  We  are  addressing 
only  one  agency  at  the  moment,  so  I  confine  my  remarks  to  EPA. 

I  have  been  here  long  enough  to  see  what  happened  when  we  in- 
terrupted the  process  at  EPA — I  talk  particularly  about  Superfund, 
but  this  also  includes  the  other  programs,  clean  water,  clean  air, 
you  name  it — when  we  told  people  through  the  year  1985  pretty 
much  that  we  did  not  know  whether  we  were  going  to  be  operating 
again  or  not,  and  then  we  found  ourselves  having  to  apologize  be- 
cause we  could  not  get  the  work  underway  even  though  we  had  the 
funding  because  we  did  not  have  the  skilled  personnel  available. 

People  were  appropriately  looking  for  ways  to  take  care  of  their 
families  and  their  obligations.  Their  first  assignment  is  not  to  their 
job,  their  first  assignment  is  to  their  families  and  themselves,  and 
what  we  have  done  around  here  is  outrageous.  Again,  from  this 
Senator's  standpoint,  I  apologize. 

These  are  difficult  times  for  the  Agency,  and  for  all  of  us  who  are 
committed  to  environmental  protection,  and  it  is  interesting  for  me 
to  see  how  many  people  are  committed  to  environmental  protection, 
both  parties,  both  Houses,  even  those  who  would  have  recom- 
mended much  difiierent  approaches  and  environmental  riders,  you 
name  it. 

But  the  newspapers  are  reporting  that  the  American  people  do 
not  like  what  they  see.  They  do  not  want  to  see  foul  air  and  foul 
water,  and  they  do  not  want  to  see  their  children's  health  endan- 
gered by  pollution  all  over  the  place.  They  want  to  see  streams 
with  fish,  and  they  want  to  be  able  to  go  swimming,  and  they  want 
to  tell  their  kids  that  we  worked  hard  to  protect  the  environment. 
We  also  have  to  pay  the  price  for  it.  We  paid  the  price  for  it.  Now 
we  are  trying  to  recover. 

So  I  again  thank  you  for  all  of  the  work  done  by  the  people  at 
EPA,  and  also  for  other  loyal  Government  servants. 

I  want  to  take  the  opportunity  to  thank  our  chairman  and  rank- 
ing member  for  the  work  they  have  done  this  past  year  on  behalf 
of  the  environment.  As  is  perhaps  obvious,  I  have  been  strongly 
critical  of  the  legislation  we  have  produced,  but  we  cannot  deny  the 
economic  conditions  under  which  we  are  forced  to  operate,  and 
Chairman  Bond  and  the  ranking  member's  efforts  to  improve  some 
of  the  proposals  that  have  come  over  from  the  House  are  appre- 
ciated. They  deserve  real  credit  for  that,  even  though  we  are  oper- 
ating under  very  tough  constraints  caused  by  broader  decisions 
about  the  budget. 

Unfortunately,  over  the  past  weeks  the  EPA  has  been  operating 
under  an  inadequate  continuing  resolution.  In  fact,  the  whole  way 
that  the  Congress  has  handled  the  budget  has  created  a  situation 
that  can  only  be  described  as  nightmarish. 

The  Federal  Government  has  staggered  from  shutdown  to  shut- 
down, from  short-term  funding  measure  to  short-term  funding 
measure,  from  uncertainty  to  further  uncertainty.  This  kind  of  in- 
decision and  chaos  would  never  be  tolerated  in  the  private  sector. 
I  know.  That  is  where  I  fondly  look  back  at  times.  This  situation 
is  having  serious  effects  on  environmental  protection. 
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Continued  reliance  on  CR's  of  this  type  would  never  be  tolerated 
in  the  private  sector,  otherwise  they  would  turn  over  the  board  of 
directors,  all  535  of  them. 

If  the  CR's  funding  level  that  EPA  has  endured  over  the  past 
week  had  continued  to  the  end  of  the  fiscal  year,  EPA  would  have 
been  forced  to  furlough  every  employee  who  works  in  Superfund  for 
about  38  days.  Other  parts  of  the  agency  would  have  to  be  fur- 
loughed  for  even  a  longer  period  of  time. 

As  a  practical  matter,  that  would  mean  months  of  no  inspection, 
no  enforcement  action,  no  telephone  hotlines  for  drinking  water, 
Superfund,  or  radon.  Funding  at  the  conference  appropriation  level 
would,  of  course,  be  better,  but  it  is  still  not  adequate. 

As  many  as  300  Superfund  site  cleanups  would  not  be  started, 
and,  therefore,  there  would  be  significant  delays  at  many  other 
sites.  This  would  jeopardize  many  American  families  who  live  near 
hazardous  waste  sites. 

And  these  levels  were  meant  to  be  punitive,  to  blackmail  the 
President  to  accept  unacceptable  budgets.  Now  is  the  time  for  this 
strategy  to  end. 

And  even  at  the  appropriations  conference  level,  EPA  would  be 
required  to  furlough  all  of  its  employees  from  10  to  12  days  of  the 
fiscal  year.  Needless  to  say,  Mr.  Chairman,  that  amount  of  fur- 
loughs would  have  had  a  devastating  impact  on  EPA's  employees. 
Hard-working  people,  biologists,  geologists,  hydrologists,  chemists, 
and  other  professionals  would  be  forced  to  assume  a  pay  cut  of  over 
10  percent.  These  are  real  people  leading  real  lives  with  real  fami- 
lies, with  little  kids  to  feed,  with  mortgages  and  rent  payments 
due,  not  different  than  any  other  Americans. 

Many  are  going  to  find  themselves  in  financial  distress  as  a  re- 
sult of  these  conditions.  The  Federal  Government  employees  are 
not  the  only  ones  impacted.  EPA  has  followed  the  privatization 
route,  and  over  82  percent  of  the  money  in  Superfund  and  55  per- 
cent of  the  rest  of  the  agency  is  spent  with  private  contractors,  pri- 
vate contractors  employing  many  more  employees  than  EPA,  and 
those  employees  are  going  to  feel  the  impact  just  like  those  who 
were  furloughed  on  Government  jobs. 

As  we  all  know,  EPA  is  not  an  agency  with  a  fat  budget.  It  has 
been  underfunded  for  years,  complicated,  yes,  and  bureaucrats,  of 
course.  We  are  a  bureaucracy,  and  that  is  the  way  we  have  to  func- 
tion. It  is  just  like  a  company.  EPA  has  already  eliminated  all  of 
its  temporary  employees  in  the  agency  and  has  now  1,300  employ- 
ees, less  than  it  had  at  its  authorized  ceiling. 

And  some  here  like  to  argue  that  a  balanced  budget  does  not  re- 
quire actual  cuts,  just  decreases  in  the  rate  of  increases,  but  in 
EPA's  case,  both  the  CR  and  the  conference  report  on  the  VA-HUD 
bill  require  real  cuts,  real  decreases,  real  attempts  to  turn  back  the 
clock  on  environmental  protection. 

Mr.  Chairman,  our  country  has  made  enormous  progress  since 
the  environmental  movement  was  ignited  by  Earth  Day  in  1970. 
Environmental  laws  have  made  our  water  safer  to  drink,  and 
cleaned  up  our  oceans  and  rivers,  made  the  air  cleaner,  and  pro- 
tected our  land  from  further  degradation.  We  cannot  afford  to  turn 
back  the  clock. 

Thank  you,  Mr.  Chairman. 
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Senator  Bond.  Thank  you,  Senator  Lautenberg. 
Ms.  Browner. 

STATEMENfT  OF  CAROL  BROWNER 

Ms.  Browner.  Mr.  Chairman,  Senator  Mikulski,  Senator  Lauten- 
berg, I  welcome  this  opportunity  to  come  before  you  once  again  to 
discuss  EPA's  budget  for  this  year.  I  certainly  appreciate  the  efforts 
that  you  have  made  to  ensure  an  adequate  funding  level  for  EPA. 
However,  I  continue  to  have  grave  concerns  about  our  ability  under 
the  1996  appropriations  bill  to  protect  the  health  of  the  people  in 
this  country,  the  air,  the  water,  the  land  which  we  all  must  share. 

Mr,  Chairman,  you,  Senator  Mikulski,  and  your  staff  have  cer- 
tainly improved  the  funding  level  over  the  draconian  reductions 
contained  in  the  House  proposal.  However,  the  final  conference  bill 
is  not  adequate  to  protect  the  public's  health  and  our  environment. 
That  is  why  the  President  vetoed  the  bill. 

The  shutdowns,  the  continuing  resolutions,  the  starts,  the  stops, 
have  already  taken  a  toll  on  public  health  and  environmental  pro- 
tection. Unfortunately,  the  conference  bill  does  not  allow  us  to  over- 
come the  problems  created  thus  far  this  fiscal  year  and  is  inad- 
equate to  fund  the  challenges  we  face. 

The  bill's  cuts  would  let  the  polluters  off  the  hook.  It  would  slow 
the  cleanup  of  toxic  waste  sites.  It  would  lower  our  guard  against 
drinking  water  contamination  and  raw  sewage  in  rivers  and  lakes. 

IMPACTS  OF  REDUCTIONS 

Taken  together,  the  months  of  disruption  and  the  conference  bill 
mean  that  our  air,  our  water,  our  land  will  not  be  as  safe.  Among 
the  impacts: 

First,  a  reduction  in  environmental  inspections  and  enforcement. 

Second,  significant  delays  in  efforts  to  protect  our  drinking 
water,  including  work  to  protect  our  citizens  from  Cryptosporidium 
in  their  tap  water. 

Third,  reductions  in  resources  for  wastewater  treatment  facilities 
and  dollars  to  communities  to  keep  raw  sewage  out  of  our  rivers 
and  lakes. 

Fourth,  delays  in  toxic  waste  cleanups  in  communities  across  this 
country. 

Fifth,  limitations  on  the  public's  right  to  know  about  toxic  chemi- 
cals in  their  neighborhoods. 

Sixth,  reductions  in  safety  review  and  registration  of  pesticides, 
including  safer  alternatives  to  help  the  farmers  of  this  country. 

Seventh,  delays  in  important  standards  to  control  toxic  air  pollu- 
tion, industrial  discharges  to  our  rivers  and  streams,  as  well  as 
other  regulations  that  would  protect  the  public  and  cut  paperwork 
for  the  businesses  of  this  country. 

Eighth  and  finally,  delays  in  scientific  research. 

During  this  time  of  disruption,  we  at  EPA  have  sought  to  balance 
our  commitments.  We  have  sought  to  implement  and  enforce  this 
Nation's  environmental  laws.  In  keeping  with  the  NAPA  rec- 
ommendations, we  have  sought  to  continue  our  efforts  to  cut  red 
tape  and  to  change  the  process  of  environmental  regulation.  We 
have  worked  very  hard  to  provide  our  State  partners  with  consist- 
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ent  technical  and  funding  support.  However,  it  is  increasingly  dif- 
ficult, and  in  some  areas  all  but  impossible  to  do  our  job. 

I  want  to  share  with  you  two  charts.  This  is  a  list  of  the  42  toxic 
air  pollutants  we  were  going  to  propose  standards  for,  to  protect 
the  public's  health  this  year.  Now,  we  will  do  8,  11  will  be  delayed 
because  of  the  shutdown,  and  23  because  of  the  funding  levels. 
Communities  will  be  denied  public  health  standards  for  toxic  air 
pollutants. 

[The  information  follows:] 

DRINKING  WATER  CONTAMINANTS 

I.  Rule  to  collect  data  on  harmful  drinking  water  contaminants  delayed  due  to 
shutdown. — Information  collection  rule  for  Cryptosporidium  and  disinfection  bjrprod- 
ucts  (data  collection  for  30  potentially  harmful  chemicals  and  microbials). 

5.  Standards  delayed  due  to  reduced  funding. — Enhanced  surface  water  treatment 
rule — interim;  Enhanced  surface  water  treatment  rule — final;  Disinfection  byprod- 
ucts— stage  1;  Disinfection  byproducts — stage  2;  Groundwater  disinfection. 

INDUSTRIAL  WATER  POLLUTION  CONTROLS 

Will  be  delayed. — Coastal  oil  and  gas  operations;  Some  metal  products  &  machin- 
ery manufacturers;  Centralized  hazardous  waste  treaters;  Pesticides  handling. 

May  be  delayed /uncertain. — Pulp  &  paper  manufactiu^rs;  Pharmaceutical  manu- 
facturers. 

INDUSTRIAL  TOXIC  AIR  POLLUTANTS 

8.  Remaining  standards  will  be  proposed  on  time  in  1996. — Ferroalloy  production; 
Mineral  wool  production;  Primary  aluminum;  Primary  copper;  Pulp  &  paper  (in- 
cludes 3  standards);  Steel  pickling. 

II.  Standards  delayed  due  to  the  shutdown. — ^Acrylic/modacrylic  fibers;  Tetra- 
hydrobenzaldehyde  manufacturing;  Chromium  chemical  manufacturing;  Stainless  & 
non-stainless  steel;  Flexible  polyurethane  foam  production;  Nylon  6  production;  Pe- 
troleum refineries;  Pharmaceuticals  production;  Semichemical  pulping;  Wood  treat- 
ment; Wool  fiberglass  production. 

23.  Standards  delayed  due  to  reduced  funding. — ^Agriculture  chemicals  production 
(includes  9  standards);  Chlorine  manufacturing;  Cyanide-chemicals  production  (in- 
cludes 3  standards);  Oil  &  natural  gas  production;  Polycarbonates  production; 
Polyether  polyols  production;  Poljrmers  and  resins  III  (includes  3  standards);  Port- 
land cement  manufacturing;  Primary  lead  smelting;  Reinforced  plastic  composites 
production;  Secondary  aluminum  production. 

Ms.  Browner.  In  our  water  program,  we  had  hoped  this  year  to 
be  able  to  reduce  by  1  billion  pounds  a  year  the  amount  of  chemical 
discharges  to  our  rivers  and  lakes.  Already  delayed — we  will  not  do 
it  this  year — are  four.  Affected  are  another  two. 

The  cuts  which  we  have  had  to  manage,  the  cuts  in  the  con- 
ference bill,  also  exact  a  serious  human  toll  on  EPA's  dedicated 
work  force  and  our  private  sector  contractors.  Together,  these  indi- 
viduals work  with  our  State  and  local  government  partners  to  pro- 
vide this  country  with  the  public  health  and  environmental  protec- 
tion they  deserve. 

As  you  are  aware,  Mr.  Chairman,  as  soon  as  the  House  released 
its  proposed  funding  levels  for  EPA  last  July,  we  moved  imme- 
diately to  take  a  set  of  very  difficult,  but  we  believed  prudent,  man- 
agement actions.  These  included  a  hiring  freeze,  a  promotion 
freeze,  and  postponement  of  contracts.  The  EPA  work  force  today 
is  1,500  people  smaller  than  last  July. 

Already,  we  have  experienced  an  8-percent  reduction  in  the  work 
force  at  EPA.  As  a  result  of  the  uncertainty,  the  cutbacks,  the 
bright,  young  dedicated  people  who  are  so  important  to  our  work 
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are  leaving.  These  are  the  employees  who  are  essential  to  our  ef- 
forts to  effect  common  sense  changes  in  environmental  regulations. 

The  average  age  of  the  people  leaving  EPA  since  July  is  34  years 
old.  The  lifeblood  of  the  agency  is  being  drained.  They  cannot  en- 
dure the  uncertainty.  All  of  us  at  EPA,  our  private  sector  partners 
and  Members  of  Congress  alike,  face  challenges  in  this  era  of  re- 
duced Federal  resources.  However,  within  an  era  of  limited  Federal 
resources  we  must  protect  our  health,  the  health  of  our  families, 
our  communities,  and  our  economy. 

The  President  has  proposed  a  plan  to  balance  the  budget  while 
protecting  public  health  and  our  environment.  As  I  testified  here 
last  February,  the  President's  budget  for  EPA  supports  sound,  stra- 
tegic investments  that  will  enable  us  to  take  commonsense,  cost-ef- 
fective, consensus-based  actions,  that  will  work  for  real  people  in 
real  communities,  to  achieve  the  very  best  environmental  results  at 
the  least  cost. 

PREPARED  STATEMENT 

I  stand  ready  to  work  with  you,  Mr.  Chairman,  and  the  members 
of  your  subcommittee,  to  reach  an  agreement  that  will  enable  us 
to  protect  the  American  people  and  to  meet  the  challenge  that 
President  Clinton  put  forward  in  his  State  of  the  Union  Address  to 
leave  our  environment  safe  and  clean  for  the  next  generation. 

Thank  you. 

[The  statement  follows:] 

Prepared  Statement  of  Carol  M.  Browner 

Mr.  Chairman,  I  appreciate  the  opportunity  you,  Senator  Mikulski  and  the  mem- 
bers of  your  Subcommittee  have  given  me  to  come  before  you  once  again  to  discuss 
EPA's  budget  for  fiscal  year  1996.  I  also  commend  you  and  Senator  Mikulski  for  the 
efforts  you  have  made  to  ensure  an  adequate  level  of  funding  for  public  health  and 
environmental  protection  programs. 

As  I  testified  here  last  February,  the  President's  1996  Budget  for  the  U.S.  Envi- 
ronmental Protection  Agency  reflects  the  President's  firm  belief  that  within  this  era 
of  limited  federal  resources,  we  must  protect  our  health — the  health  of  our  families, 
the  health  of  our  communities,  and  the  health  of  our  economy. 

Two  years  ago,  I  began  redirecting  the  agency  away  from  the  pollutant-by-pollut- 
ant, one-size-fits-all  regulations  of  the  past.  In  place  of  that  approach,  we  tire  mov- 
ing toward  a  new,  comprehensive  approach  to  achieve  results  that  are  cleaner  for 
the  environment,  cheaper  for  business  and  taxpayers,  and  smarter  for  America's  fu- 
ture. Industry  by  industry,  community  by  community,  we  are  working  to  achieve  the 
very  best  environmental  results  at  the  least  cost. 

As  I  testified  in  February,  the  President's  budget  for  EPA  supported  sound,  stra- 
tegic investments: 

— We  targeted  our  resources  toward  the  highest-risk  environmental  problems; 

— We  strengthened  our  partnerships  with  states,  tribes,  communities,  businesses, 
and  the  public.  Over  one-half  of  our  resources  were  dedicated  to  state,  local, 
tribal  and  other  partners; 

— We  strengthened  our  science; 

— We  provided  increased  flexibility  and  opportunities  for  innovation  to  improve 
the  current  regulatory  structure; 

— We  continued  our  efforts  not  only  to  enforce  the  laws  but  to  help  businesses 
comply  with  those  laws  in  the  first  place. 

The  Senate  version  of  EPA's  budget  offered  improvements  over  the  draconian  re- 
ductions contained  in  the  House  proposal: 

— The  Senate  version  provided  an  additional  $769  million  in  total  funding  above 
the  level  proposed  by  the  House; 

— The  Senate  version  eliminated  many  of  the  House  riders; 

— The  Senate  version  restored  the  $500  million  reduction  proposed  by  the  House 
to  the  Drinking  Water  State  Revolving  Fund; 
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— The  Senate  version  returned  approximately  $160  million  to  the  enforcement 
program  over  the  nearly  50  percent  reduction  proposed  by  the  House. 

However,  the  bill  presented  by  the  Senate  did  not  go  far  enough.  Further,  the  bill 
adopted  by  the  Conference  committee  would  be  even  more  damaging  to  our  efforts 
to  protect  the  environment.  Harmful  cuts  remained  that  would  let  polluters  off  the 
hook,  slow  cleanups  of  toxic  waste  sites,  and  lower  our  safeguards  against  drinking 
water  contamination  and  raw  sewage  in  rivers  and  beaches. 

What  we  see  in  Congress  is  an  effort  not  only  to  stop  but  to  literally  roll  back 
progress. 

As  President  Clinton  said  in  his  State  of  the  Union  Address  on  Tuesday  night, 
we  must  continue  the  bipartisan  progress  of  the  past  25  years.  We  must  not  com- 
promise the  health  of  the  people  of  this  country  and  the  air,  the  water,  and  the  land 
we  all  must  share. 

The  conference  level  budget  represents  a  severe  cutback  that  will  not  allow  us  to 
adequately  protect  public  health  and  our  environment.  Oxir  air,  our  water,  our  land 
will  not  be  as  safe. 

The  conference  budget  contains  only  a  $5.7  billion  fiscal  vear  1996  budget  for 
EPA,  a  reduction  of  23  percent,  or  $1.7  bilUon  fi-om  the  President's  fiscal  year  1996 
budget  request.  In  percentage  terms,  this  reduction  was  almost  twice  the  percentage 
reduction  supported  by  Congress  to  Non-Defense  Discretionary  spending  as  a  whole. 
Also,  in  1995  we  sustained  a  rescission  of  $1.3  billion  in  fiscal  year  1995  and  prior 
year  appropriations. 

An  area  of  great  concern  is  the  conference  report's  proposed  27  percent  cut  in  en- 
forcement of  all  environmental  programs  (-$116  million)  from  the  President's  fiscal 
year  1996  budget,  and  20  percent  cut  (-$78  million)  from  fiscal  year  1995.  Over 
the  last  two  years,  we  have  fundamentally  changed  our  enforcement  program.  Our 
Office  of  Enforcement  and  Compliance  now  uses  a  broad  range  of  tools  to  achieve 
public  health  protection.  These  tools  span  fit)m  one-on-one  partnership  with  a  small 
business  or  local  community  to  help  them  understand  how  to  comply  with  public 
health  standards  to  a  civil  and  criminal  enforcement  program  to  address  serious 
public  threats  and  ensure  the  polluter — not  the  taxpayer  pays. 

We  have  put  in  place  new  policies  for  small  businesses,  small  communities  and 
for  those  that  voluntarily  disclose  violations.  These  policies  reward  responsible  enti- 
ties for  addressing  environmental  compliance  issues.  We  have  set  a  new  framework 
for  working  with  our  state  partners,  who  do  the  bulk  of  enforcement  work  today. 
Our  challenge  today  is  to  assure  these  new  initiatives  are  implemented,  while  main- 
taining a  needed  presence  in  traditional  enforcement.  The  next  several  years  will 
be  critical  for  implementing  these  new  directions.  We  cannot  achieve  a  more  effec- 
tive program  with  significant  budget  cuts.  A  27  percent  reduction  would  force  us  to 
cancel  many  health  and  safety  inspections  and  send  a  message  to  polluters  that  the 
environmental  cop  is  not  on  the  beat. 

At  a  time  when  scientific  evidence  suggests  there  is  a  strong  connection  between 
the  burning  of  fossil  fuels  and  changes  in  climate,  the  conference  bill  cuts  by  40  per- 
cent funds  that  are  used  to  reduce  emissions  of  carbon  dioxide  and  other  green 
house  gases  that  contribute  to  global  warming. 

Thirty  million  Americans  get  their  drinking  water  fi-om  systems  that  violated  pub- 
lic health  standards  within  the  past  year.  The  budget  proposed  by  the  conferees 
would  severely  reduce  the  funds  available  to  help  systems  upgrade  to  address  these 
violations  with  a  45  percent  cut  in  state  loan  funds  ( -  $225  nullion)  President  Clin- 
ton's fiscal  year  1996  budget  rec^uest  provided  $500  miUion  in  loan  fiinds  that  would 
go  straight  to  the  states  for  use  in  protecting  drinking  water  nationwide. 

The  conference  budget  cuts  by  29  percent  funds  that  go  straight  to  the  states  to 
help  keep  raw  sewage  off  beaches  and  out  of  waterways  ( -  $462  million).  President 
Clinton's  fiscal  year  1996  budget  provided  $1.6  bilhon  in  fiinds  for  states  to  build 
wastewater  treatment  plants  that  keep  raw  sewage  fi"om  flowing  into  our  rivers, 
lakes  and  streams. 

One  American  in  four  lives  near  a  toxic  waste  dump.  The  Clinton  Administration 
has  accelerated  the  pace  of  Superfund  cleanups  to  return  these  sites  to  productive 
use.  The  conference  bill  cuts  fiinding  of  hazardous  waste  site  cleanup  by  26  per- 
cent— a  cut  of  $400  million  from  the  President's  request,  13  percent  less  (-$168 
million)  than  fiscal  year  1995.  A  funding  cut  at  this  level  would  halt  or  delay  clean- 
ups in  communities  across  the  country. 

The  conference  bill  prevents  EPA  fi*om  stopping  the  dumping  of  potentially  toxic 
fill  into  rivers,  lakes  and  wetlands.  Wetlands  are  vital  to  safe,  clean  water  as  natu- 
ral filters  that  clean  water  so  it's  suitable  for  drinking,  and  to  healthy  fisheries  be- 
cause they  provide  fish  and  wildlife  habitat  and  help  to  control  flooding. 

The  severe  cuts  proposed  in  the  conference  bill  will  exact  a  human  toll  on  EPA's 
dedicated  workforce  of  17,000  federal  employees.  Since  I  came  to  the  Agency  in 
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1993,  I  have  been  committed  to  responsible  management  of  our  resources.  Almost 
immediately,  we  began  to  work  with  the  Congress  to  bring  work  in  key  areas  in- 
house,  resulting  in  better  program  control,  management  and  fiscal  savings. 

In  1996,  the  Administration's  request  supported  our  growing  responsibilities.  But 
as  soon  as  the  House  released  its  proposed  funding  levels  for  me  Agency,  we  moved 
immediately  to  take  prudent  management  actions.  These  actions  have  been  difficult 
for  the  Agency — but  they  have  placed  us  in  a  better  position  as  we  continue  to  func- 
tion under  CR's.  Currently  we  are  roughly  1,500  FTE  below  our  ceiling.  But  al- 
though our  on-board  workforce  continues  to  shrink,  we  are  still  committed  to  sup- 
porting our  statutory  responsibilities,  to  changing  the  way  we  do  business  with  the 
regulated  community,  and  to  providing  assistance  to  our  partners. 

The  reductions  also  will  affect  the  15,000  private-sector  contractors  who  perform 
necessary  analysis  and  support  for  this  country's  environmental  protection  work.  Al- 
ready, with  the  severely  limited  budget  we  have  been  operating  under  since  Novem- 
ber, many  contracts  have  been  postponed  indefinitely.  The  private  contractors  have 
felt  the  pain  of  these  delays,  shutdowns,  and  re-startups  oi  their  work.  Inadequate 
funding  levels  would  cause  further  disruption  of  work  oy  private  sector  contractors 
as  well  as  Federal  employees. 

We  also  recognize  that  the  last  few  months  have  been  disruptive  for  our  State 
partners.  Let  me  assure  you  that  we  have  taken  steps  to  provide  States  with  operat- 
ing funds  under  the  short  terms  CR's  in  order  to  provide  as  much  certainty  to  the 
States  as  possible. 

Continued  cuts  to  environmental  protection  would  cripple  the  Agency's  efforts  to 
fulfill  its  mission.  With  such  cuts,  I  would  be  forced  to  consider  several  drastic  ac- 
tions, in  terms  of  programs  and  personnel,  above  and  beyond  the  measures  I  have 
already  taken  to  date. 

The  long  term  effects  of  inadequate  funding  and  continued  disruptions  could  have 
disastrous  consequences: 

— ^Annual  environmental  inspections  and  enforcement  actions  could  be  reduced  by 
as  many  as  3,000  inspections  for  the  year — an  estimated  25  percent  to  30  per- 
cent loss  that  could  reduce  resulting  enforcement  actions  by  as  many  as  1,300; 

— New  efforts  to  protect  our  drinking  water  may  be  significantly  delayed.  This  in- 
cludes work  to  develop  tap  water  standards  for  pollutants  like  Cryptosporidium 
as  well  as  cancer  causing  substances  like  disinfectant  by-products,  which  may 
cause  zero  to  10,000  cases  of  cancer  per  year; 

— Resources  for  the  wastewater  treatment  program,  where  dollars  are  provided  to 
local  governments  to  reduce  the  discharge  of  raw  sewage  into  rivers  and  lakes, 
will  be  reduced; 

— Toxic  waste  cleanups  planned  for  this  year  may  not  begin; 

— ^A  20  to  30  percent  overall  reduction  in  the  number  of  pesticides  reviewed  for 
safety  registration  could  occur. 

All  of  us  at  EPA,  our  private  sector  partners,  and  Members  of  Congress  alike  rec- 
ognize the  challenges  that  we  face  in  an  era  of  reduced  federal  resources.  But  we 
need  not  and  we  must  not  compromise  the  future  of  a  safe  and  healthy  environment 
in  our  efforts  to  balance  the  budget. 

The  President  has  proposed  a  plan  to  balance  the  budget  while  providing  an  ade- 

auate  level  of  funding  for  public  health  and  environmental  protection.  It  is  my  hope 
lat  the  Congress  wul  act  quickly  to  provide  us  with  the  resources  we  need  to  pro- 
tect the  health  of  the  American  people,  provide  the  resources  and  the  tools  for  us 
to  do  our  job,  and  keep  the  environmental  cop  on  the  beat. 

What  does  doing  our  job  mean?  It  means  meeting  our  statutory  responsibilities — 
setting  standards  basea  on  sound  science,  implementing  programs  where  it  makes 
the  most  sense  for  direct  Federal  action — for  example,  issuing  permits  to  businesses, 
and  registering  potentially  dangerous  pesticides. 

It  means  continuing  to  reinvent  the  way  we  do  business  through  our  regulatory 
reinvention  efforts  like  Brownfields,  Project  XL,  and  the  Common  Sense  Initiative. 

It  means  being  a  resource  for  our  State  partners.  The  conference  bill  protects 
State  grants,  but  we  need  resources  for  the  technical  assistance  we  provide  to  the 
States. 

For  25  years,  Americans  of  both  parties  have  united  to  protect  our  health  by  pro- 
tecting the  air  we  breathe,  the  water  we  drink,  the  land  on  which  we  live — ana  to- 
gether, we  have  made  tremendous  progress.  Let  us  restore  the  bipartisan  commit- 
ment to  public  health  and  environmental  protection  so  that  we  may  continue  that 
progress. 

I  look  forward  to  working  with  you,  Mr.  Chairman,  and  with  the  subcommittee 
as  budget  negotiations  continue.  We  must  do  all  that  we  can  to  meet  President  Clin- 
ton's fifth  challenge  in  his  State  of  the  Union  Address:  "  *  ♦  *  leave  our  environ- 
ment safe  and  clean  for  the  next  generation." 
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I  am  happy  to  answer  any  questions. 

BUDGET  LEVELS 

Senator  Bond.  Thank  you  very  much,  Ms.  Browner. 

There  are  a  couple  of  questions  I  had,  factual  questions  that  I 
think  we  are  going  to  have  to  have  the  staff  look  at. 

Your  written  statement  refers  to  a  cut  of  27  percent  from  the 
President's  budget  and  20  percent  from  the  fiscal  year  1995  level 
for  enforcement,  yet  the  numbers  that  your  budget  office  gave  us 
show  reductions  of  22  and  14  percent,  so  we  can  clear  that  up  to 
make  sure  at  least  we  are  dealing  with  the  same  numbers. 

We  would  also  like  to  see  the  information  on  toxic  air  pollutants 
and  the  billion  pounds  of  water  pollutants.  As  you  know,  we  are 
still  trying  to  get  safe  drinking  water  authorized,  so  we  can  start 
spending  money.  We  have  $500  million  ready  to  go  if  we  can  get 
an  authorization  bill  through.  We  hope  that  the  Senate  measure 
will  go  forward. 

In  your  statement  you  referred  to,  people  are  focused  on  the 
President's  budget  request  of  1  year  ago.  That  budget  is  one  which 
I  do  not  believe  is  operative  any  longer,  because  of  the  new  commit- 
ment to  a  balanced  budget  in  7  years.  I  suppose  we  should  be  deal- 
ing with  whatever  the  appropriate  level  of  request  is  in  the  revised 
budget.  Would  that  not  make  sense? 

Ms.  Browner.  The  test  for  me  is,  do  we  have  the  tools  and  re- 
sources to  do  our  job? 

Obviously,  there  have  been  discussions  within  the  congressional 
leadership  with  the  President  and  Vice  President.  I  know  the  Presi- 
dent and  Vice  President  have  consistently  maintained  that  in  look- 
ing to  balance  the  budget  we  must  protect  environmental  protec- 
tion and  public  health.  There  have  been,  as  we  are  both  aware,  dis- 
cussions about  what  that  may  mean  in  terms  of  1996. 

Senator  Bond.  The  problem  that  we  have  had  is  that  while  we 
have  tried  within  our  budget  allocation  to  provide  additional  funds 
and  work  successfully  with  the  House  in  many  areas  to  raise  the 
funds,  we  have  had  requests  from  back  in  November  where  the  ad- 
ministration said  it  needed  $1.9  billion  more.  A  month  later  the  list 
had  grown  to  $2.5  billion. 

Given  the  constraints  of  the  budget,  it  makes  it  very  difficult  for 
us  to  negotiate  that,  because  they  were  not  able  to  identify  any 
places  we  could  cut  if  we  were  to  put  more  money  into  environ- 
mental protection  or  environmental  enforcement. 

When  you  take  a  look  at  the  list — let  me  ask,  do  you  know  if  the 
administration  is  willing  again  to  begin  to  discuss  with  us  now  the 
overall  budget  guidelines?  I  think  we  had  a  conference  by  tele- 
phone, either  at  the  end  of  November  or  early  December,  when  I 
asked  if  you  could  help  us  get  through  to  somebody  who  would  take 
my  phone  calls.  Is  there  any  chance  of  that? 

Ms.  Browner.  I  think  we  are  both  well  aware  of  the  fact  that 
unfortunately  the  1996  issues  have  been  caught  up  in  the  larger 
discussion.  I  think  the  White  House  would  be  more  than  happy  to 
see  the  1996  issues  resolved.  Certainly  at  EPA  we  would  be  more 
than  happy.  We  need  to  know  how  much  money  we  have  to  spend 
so  we  can  make  these  difficult  decisions  and  get  on  with  doing  our 
job  of  public  health  and  environmental  protection. 
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As  I  understand  the  situation,  there  is  not  a  willingness  on  the 
part  of  the  leadership  in  the  Congress  to  allow  the  1996  issues  to 
be  resolved.  Now,  maybe  I  misunderstand  something. 

PRIORITIZATION  OF  ADDITIONAL  REQUEST 

Senator  Bond.  We  cannot  resolve  large  issues,  but  the  ranking 
member  and  I  with  our  committee  members  are  supposed  to  re- 
solve this  issue,  and  we  have  not  had  the  telephone  calls  returned, 
so  sometimes  you  have  to  resolve  these  one  step  at  a  time,  and  we 
would  be  delighted  to  sit  down  to  work  on  these  matters  if  we  could 
hear  from  somebody. 

Let  me  ask  you  about  some  of  the  things  that  are  needed, 
though,  because  when  we  look  at  the  request,  the  additional  re- 
quest that  the  President  has  made  in  EPA  for  almost  $966  million, 
there  are  items  like  construction  funds  for  a  new  laboratory  and 
grants  for  environmental  technology. 

While  these  might  be  nice,  I  would  personally  like  to  see,  if  we 
had  additional  funds,  funds  go  to  things  like  State  revolving  funds. 

What  are  your  priorities,  your  absolute  priorities  within  the 
areas  of  requests  that  you  have  made  for  additional  funds? 

Ms.  Browner.  Certainly,  additional  moneys  to  the  States  is  a 
priority  that  we  share  with  you.  Our  concerns  are  in  the  following 
areas: 

Enforcement.  There  is  a  directed  cut  in  the  conference  bill  to  our 
enforcement  program,  and  we  would  certainly  appreciate  guidance 
from  this  subcommittee  as  to  how  we  are  supposed  to  manage  that. 

Under  the  continuing  resolution,  which  you  are  hopefully  adopt- 
ing today,  there  is  an  ambiguity  in  the  bill  as  to  whether  or  not 
we  are  to  begin  to  take  these  directed  cuts.  We  do  not  agree  with 
them.  We  think  enforcement  is  a  very  important  part  of  what  we 
do.  We  would  certainly  appreciate  your  guidance  as  to  how  to  re- 
solve the  ambiguity  in  the  language  with  respect  to  directed  cuts 
under  the  new  CR. 

We  want  the  resources  for  enforcement  and  Superfund.  We  be- 
lieve it  is  important  to  the  communities  across  this  country  with 
Superfund  sites  to  allow  us  to  maintain  the  pace  of  cleanups.  We 
have  made  tremendous  progress  in  the  last  IVi  years  in  expediting 
the  pace  of  cleanups.  We  want  to  maintain  that  current  pace  of 
cleanups. 

We  believe  that  the  issues  of  global  climate  change  are  very  seri- 
ous and  that  they  need  to  be  addressed.  We  believe  that  helping 
to  find  the  new  technologies,  the  new  answers  to  the  challenges  we 
face,  is  part  of  what  the  Environmental  Protection  Agency  has  al- 
ways done  and  should  do  in  the  future. 

Drinking  water  and  clean  water  are  important.  As  you  have  said, 
providing  additional  resources  to  the  States  to  upgrade  those  facili- 
ties to  ensure  safe,  clean  water  for  their  citizens  to  drink  is  impor- 
tant. 

Our  EPM  account.  That  is  an  acronym  that  does  not  mean  much 
to  the  public,  but  it  is  the  place  where  we  literally  do  everjrthing 
from  set  standards  to  issue  permits.  It  is  where  we  do  the  work 
with  the  States  that  go  beyond  the  grants  that  we  provide.  When 
a  State  calls  up  and  says,  we  are  having  a  problem,  we  do  not 


136 

know  what  the  best  way  is  to  resolve  it,  it  is  out  of  that  account 
that  the  expenditure  is  made  to  help  the  State. 

The  list  made  reference  to  a  building  that  is  a  state-of-the-art 
science  facility 

Senator  Bond.  Are  you  going  to  list  the  whole  $966  million? 

Ms.  Browner.  I  am  done.  This  is  the  last  one. 

Senator  BOND.  How  much  have  you  listed  out  of  that  $966  mil- 
lion? 

Ms.  Browner.  That  is  it. 

Senator  Bond.  You  are  saying  you  want  the  whole  $966  million, 
because  the  first  three  are  areas  where  we  propose  to  add  about 
$240  million,  the  State  revolving  funds,  enforcement,  and  the  EPM 
account,  and  Superfund. 

Ms.  Browner.  We  appreciate  that  your  proposal  did  add  money 
in  those  accounts. 

Senator  Bond.  But  are  you  saying  everything  is  a  priority?  It 
sounds  like  I  am  starting  to  hear  that  everything  is  a  priority,  and 
I  guess  that  comes  down  to  the  point  where  if  we  cannot  reach  an 
agreement  there  may  be  nothing  but  a  continuing  resolution  at  the 
lower  level. 

Ms.  Browner.  Even  with  these  priorities  funded,  EPA  would  still 
be  taking  a  cut.  It  is  not  as  if  we  have  been  unwilling  to  do  our 
part. 

At  these  levels  that  we  are  discussing  here,  the  1,500-person  re- 
duction in  our  work  force,  the  8-percent  reduction  is  not  coming 
back.  That  is  gone.  This  is  not  about  bringing  those  people  back. 
They  are  lost  to  our  effort. 

So  I  do  understand  your  proposal.  Obviously,  we  think  it  was  an 
important  proposal.  It  certainly  was  a  significant  step  in  the  right 
direction,  but  we  believe  there  are  additional  priorities  that  need 
to  be  addressed. 

Senator  Bond.  Senator  Mikulski. 

IMPACT  TO  PAYROLL 

Senator  Mikulski.  Thank  you.  Administrator  Browner,  I  know 
that  the  CR  was  just  framed  really  overnight,  and  I  am  sure  you 
are  looking  at  the  consequences  to  this,  but  to  the  best  you  can  tell 
us  today,  and  we  will  look  forward  to  further  information  later  on 
this  week,  could  you  tell  us  first  of  all,  no  matter  what  the  prior- 
ities are,  you  need  people  and  contractors  to  do  it,  and  that  is  the 
way  EPA  works  with  its  own  staff,  working  with  State  govern- 
ments and  delegated  authority  and  then,  of  course,  working  with 
private  sector  contracts  to  do  the  work. 

Could  you  tell  us — as  I  understand  it,  the  conference  agreement, 
which  is  also  that  part  of  the  continuing  resolution,  as  I  under- 
stand it  this  results  in  a  $52  million  shortfall  in  payroll,  is  that 
right?  What  is  the  impact  on  payroll  under  the  rules  and  funding 
levels  that  we  are  operating? 

Therefore,  what  does  that  mean  to  employees  related  to  furlough, 
termination,  temporary  furlough,  and  permanent  furlough? 

Ms.  Browner.  If  I  might,  just  very  very  briefly,  remind  everyone 
that  there  are  a  couple  of  pots  that  we  deal  with  at  EPA.  There 
is  the  toxic  waste  cleanup  program  Superfund;  there  is  the  money 
that  we  give  to  the  States;  there  is  the  science  and  technology  ac- 
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count  that  we  all  have  agreed  to;  and  there  is  everything  else  we 
do,  which  is  called  the  EPM  account.  I  think  the  question  you  pose 
goes  to  what  are  the  effects  within  the  EPM  part  of  the  activities 
at  EPA^  enforcement,  standard-setting,  permitting. 

You  are  correct  that,  as  we  understand  the  conference  report, 
there  is  a  target  reduction  within  that  account.  The  effect  is  up  to 
19  furlough  days  if  taken  across  that  entire  account. 

Now,  there  are  some  specific  reductions  in  the  conference  report. 
For  example,  our  enforcement  program  takes  a  targeted  cut  beyond 
the  across-the-board  cut,  which  means  that  within  our  enforcement 
program  it  is  much  more  dramatic. 

Senator  MiKULSKl.  Well,  what  does  that  mean?  Does  that  mean 
layoffs,  and  when  we  talk  about  a  furlough,  does  that  mean  you  do 
not  work  and  you  do  not  get  paid  for  it,  but  you  are  essentially 
temporarily  unemployed  at  EPA? 

Ms.  Browner.  That  is  exactly  right. 

Senator  Mikulski.  With  no  unemployment  benefit? 

Ms.  Browner.  As  I  understand  the  law,  you  are  eligible  to  apply 
for  unemployment  benefits  when  furloughed  under  certain  condi- 
tions, but  you  are  exactly  right,  people  do  not  come  to  work.  They 
are  not  able  to  do  their  job,  and  they  do  not  get  paid. 

Senator  Mikulski.  So  the  job  does  not  get  done,  and  obviously 
the  workers  are  demoralized. 

Ms.  Browner.  Absolutely. 

IMPACT  TO  contractors 

Senator  Mikulski.  Now,  could  you  talk  about  the  impact  of  the 
situation  and  what  we  faced  in  December  and  part  of  January  with 
the  private  contractors  that  we  rely  upon,  whether  it  is  for 
Superfund  cleanup,  or  so  many  of  the  other  things  that  are  done 
through  private  contracting,  engineering  firms  and  so  on? 

Ms.  Browner.  The  private  sector,  as  you  know,  is  a  very  impor- 
tant part  of  how  we  do  our  work.  We  look  to  them  for  our  expertise, 
we  look  to  them  for  cleanup  activities.  Our  contractors  were  af- 
fected because  of  the  shutdown  and  because  of  the  CR  levels.  We 
are  aware  of  the  fact  that  in  some  instances  they  actually  had  to 
furlough  people.  The  dollars  were  not  available. 

Senator  Mikulski.  Were  the  contractors  paid  during  the  fur- 
lough— I  mean,  the  shutdown? 

Ms.  Browner.  If  the  contracts  that  we  entered  into  were  funded, 
then  they  were  carried  forward.  In  many  instances  they  were  not. 
The  money  was  not  there,  and  some  of  the  private  firms  that  we 
deal  with  felt  they  had  to  make  the  decision  to  lay  off  people. 

Senator  Mikulski.  And  now  that  we  are  back  in  business  and  it 
looks  like  we  are  going  to  fund  this  CR  through  March,  which  is 
a  hell  of  a  way  to  be  doing  business,  through  a  CR  process  rather 
than  passing  an  appropriation,  or  just  passing  a  year-long  CR — at 
least  if  we  passed  a  year-long  CR,  even  though  we  would  not  like 
it,  you  would  at  least  know,  and  your  contractors  and  so  on  in  the 
States  would  know  what  it  is. 

Now,  I  am  not  advocating  that.  I  would  hope  that  we  could  come 
to  agreement  on  a  conference,  add  perhaps  another  $1  billion  and 
be  able  to  move  on,  but  those  contractors — will  you  be  able  to  get 
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contractors  with  now  this  history  of  shutdown  and  confusion  and 
so  on? 

Ms.  Browner.  We  certainly  know,  and  have  heard  from  the  pri- 
vate sector  we  deal  with,  about  just  how  difficult  this  uncertainty 
is  for  them,  including  the  fact  that  they  also  maintain  a  work  force 
and  they  cannot  make  commitments  to  their  work  force. 

The  ripple  effects  are  tremendous  because  of  the  uncertainty, 
both  in  terms  of  people  who  work  very  hard  in  behalf  of  the  citizens 
of  this  country  to  provide  public  health  protections  and  the  people 
of  this  country  who  are  not  receiving  those  protections. 

CR  TERMS  AND  CONDITIONS 

Senator  MiKULSKl.  Now,  we  heard  earlier  from  Mr.  Cisneros  that 
we  are  operating  with  1996  money  in  the  continuing  resolution  at 
the  conference,  but  under  1995  terms  and  rules.  What  impact  does 
that  have?  I  mean,  Cisneros,  Bond,  Mikulski,  came  up  with  a  really 
wonderful  substantial  set  of  reforms  that  would  have  helped  the 
poor,  local  communities  and  so  on.  How  does  this  affect  you,  you 
meaning  EPA? 

Ms.  Browner.  Let  me  give  you  one  very  important  example.  The 
chairman  spoke  to  performance  partnerships,  which  is  a  new  way 
of  doing  business  with  the  State  environmental  agencies.  That  au- 
thority is  in  the  1996  bill.  We  will  not  have  that  authority  if  we 
operate  under  the  1995  bill  terms  and  conditions.  We  will  not  be 
able  to  give  the  States  the  flexibility  which  we  are  eager  to  give 
them  to  allow  them  to  prioritize,  to  set  the  agenda  State  by  State 
to  address  the  most  pressing  environmental  concerns  within  the 
State. 

Senator  MiKULSKl.  And  much  of  the  reforms  that  were  talked 
about  in  the  National  Association  of  Public  Administrators,  the  re- 
port that  I  commissioned,  and  we  have  all  had  a  hearing,  essen- 
tially the  management  performance,  the  streamlining  of  manage- 
ment, the  beginning  of  the  streamlining  of  regulations,  the  focus  on 
risk-based  priorities,  all  of  that  is  in  the  1996  conference,  but  you 
cannot  implement  it,  which  could  either  result  in  the  savings  of 
money  or  the  savings  of  hassle. 

Ms.  Browner.  That  is  right. 

Senator  MiKULSKl.  In  other  words,  we  were  trying  to  diminish 
the  hassle  factor  for  State  and  local  governments  and  private  sec- 
tor, et  cetera. 

Ms.  Browner.  There  is  certainly  some  very  important  language 
in  the  conference  report  in  the  bill  that  would  give  us  the  flexibility 
that  we  believe  is  important  to  the  work  that  we  do. 

I  might  say.  Senator,  that  I  have,  even  under  this  very  difficult 
situation,  continued  to  make  a  priority  such  programs  as  our  com- 
monsense  initiative,  a  fundamentally  different  way  of  dealing  with 
the  industrial  sectors  of  this  country.  Project  XL  and  regulatory 
reinvention.  We  are  moving  resources  to  shore  those  programs  up, 
but  this  then  affect's  other  parts  of  what  we  do. 

Senator  MiKULSKl.  It  has  got  to  come  from  somewhere. 

Ms.  Browner.  You  are  robbing  one  to  pay  the  other. 

Senator  MiKULSKl.  The  yellow  light  is  on  here. 
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CR  IMPACT  TO  CHESAPEAKE  BAY 

My  last  question,  if  you  would  be  so  kind,  what  is  the  impact  of 
this  continuing  revolution  on  the  funding  of  the  Chesapeake  Bay 
program,  which  is  a  model  for  the  Nation  that,  as  you  know,  with 
snow  and  flood  there  has  been  tremendous  dumping  in  the  bay 
from  raw  sewage.  None  of  it  was  malevolent.  It  was  all  because  of 
the  consequences  of  these  very  severe  weather  situations.  Could 
you  tell  us  the  impact  on  the  bay  program? 

Ms.  Browner.  One  of  the  most  important  things  EPA  and  the 
Congress  do  for  the  States  is  to  provide  dollars  to  local  commu- 
nities to  upgrade  their  wastewater  treatment  facilities.  Under  the 
conference  level,  those  dollars  are  reduced.  There  will  not  be  money 
available  to  the  States  that  make  up  the  Chesapeake  Bay  system 
to  upgrade  the  facilities  in  the  ways  that  they  had  hoped. 

There  are  also  obviously  effects  on  our  ability  to  continue  the 
monitoring,  research,  and  technical  assistance  that  we  provide 
within  the  bay  to  all  of  our  partners,  farmers,  cities,  States,  and 
industry. 

The  Chesapeake  Bay,  the  Great  Lakes,  the  Florida  Everglades, 
the  San  Francisco  Bay  Delta,  these  are  some  of  the  most  important 
national  resources  we  have.  We  are  doing  everything  we  can  to  con- 
tinue to  meet  our  obligations  to  fulfill  our  responsibilities,  but 
again,  it  means  we  are  taking  it  from  somewhere  else. 

Senator  MiKULSKl.  I  know  Senator  Lautenberg  will  ask  the  ques- 
tion, but  there  was  a  specific  Chesapeake  Bay  program  that  was 
started  by  my  predecessor.  Senator  Mathias,  and  continued  by 
three  Presidents,  Reagan,  Bush,  and  Clinton.  I  would  like  to  know 
the  impact  of  that. 

[The  information  follows:] 

Impact  of  Conference  Levels  on  the  Chesapeake  Bay 

The  Administration  has  long  supported  the  Chesapeake  Bay  Progrjim  and  the 
Federal-state-local  partnership  associated  with  it  because  their  importance  in  im- 
proving the  overall  health  and  viability  of  the  Chesapeake  Bay  ecosystem.  Accord- 
ingly, the  fiscal  year  1996  President's  Budget  requested  $20.7  million  for  the  Chesa- 
peake Bay  Progreun  Office  (CBPO).  While  the  Conference  Report  language  instructs 
the  Agency  to  fully  fund  this  program,  the  Conference  bill  dramatically  reduces 
other  EPA  programs  that  have  (firect  affects  on  the  Bay,  such  as: 

Enforcement  and  Compliance 

The  EPA  enforcement  and  compliance  assurance  program  was  reduced  by  22  per- 
cent from  the  fiscal  year  1996  President's  Budget.  This  major  budget  reduction  will 
undercut  the  number  of  Federal  and  State  inspections  conducted  annually  and  may 
cause  non-compliance  to  increase  and  water  quality  to  be  reduced  within  the  Chesa- 
peake Bay  watershed. 

Clean  Water 

The  State  and  Tribal  Grants  (STAG)  account  was  reduced  by  24  percent  fi*om  the 
fiscal  year  1996  President's  Budget.  Depending  on  final  Congressional  action,  state 
grants  including  Clean  Water  Act  Section  106  water  quality  grants,  nonpoint  source 
grants,  and  wetlands  grants  could  be  reduced. 

The  Clean  Water  State  Revolving  Fund  (CW-SRF)  would  be  reduced  by  $11.2  mil- 
lion in  the  State  of  Maryland  alone. 

As  most  of  Maryland  lies  within  the  Chesapeake  Bay  watershed,  the  cumulative 
impact  of  the  state  grant  and  CW-SRF  reductions  would  have  significant  impacts 
on  the  water  quality  and  living  resources  of  Maryland's  Chesapeake  Bay  tributaries. 
Similar  reductions  would  impact  tributaries  in  the  States  of  Virginia,  Pennsylvania, 
Delaware,  West  Virginia,  New  York,  and  the  District  of  Columbia. 
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Wetlands 

The  State  of  Maryland  has  approximately  444,500  acres  or  27  percent  of  its  origi- 
nal 1,650,000  wetlands  to  protect.  The  wetlands  rider  in  the  Conference  report 
would  impair  the  protection  of  wetlands  from  illegal  filling  in  the  Chesapeake  Bay 
watershed. 

Senator  Lautenberg.  That  is  all  right,  because  I  am  interested 
in  what  happened  to  the  striped  bass  who  spawned  there  in  the 
Chesapeake  Bay,  and  they  go  up  to  New  Jersey  so  we  can  fish  for 
them. 

Senator  MiKULSKl.  We  are  interested  in  New  Jersey.  We  just 
want  to  make  sure  we  are  not  overfishing  up  there. 

Senator  Lautenberg.  Thank  you. 

Senator  Bond.  Senator  Lautenberg. 

IMPACT  TO  TECHNICAL  WORK  FORCE 

Senator  LAUTENBERG.  Thank  you  very  much,  Mr.  Chairman. 

Ms.  Browner,  have  you  been  able  to  do  an  assessment  of  what 
kind  of  damage  you  have  seen  thus  far  from  the  uncertainty,  budg- 
et limitations  and  so  forth?  Are  there  jobs  that  are  highly  skilled 
jobs  that  require  training,  and  I  do  not  want  to  force  feed  you  on 
this,  but  my  impressions  from  the  1986  letdown  were  that  it  took 
a  long  time  for  the  agency  to  recove**,  to  get  back  ontrack. 

Here,  I  am  sure  people  within  the  agency  not  only  have  a  right 
but  frankly  I  think  ought  to  look  around  to  see  what  they  have  to 
do  to  take  care  of  their  families.  When  you  enlist  in  the  Army — 
I  did  that.  I  spent  3V2  years — they  usually  get  paid  for  the  time 
you  enlist  for,  and  your  job  is  secure  from  time  to  time. 

Has  there  been,  in  your  judgment,  any  damage  of  permanent  or 
semipermanent  types  that  will  impact  the  agency's  ability  to  func- 
tion? 

Ms.  Browner.  I  honestly  believe,  and  the  statistics  I  shared  with 
you  earlier  I  think  demonstrate,  we  are  losing  the  wrong  people. 
That  is  the  effect. 

Senator  Lautenberg.  You  said  the  young  people. 

Ms.  Browner.  We  are  losing  the  young  people.  They  are  the 
backbone  of  the  agency.  They  are  the  people  who  see  the  new  ways 
of  doing  things,  who  want  to  change,  who  came  here  because  they 
wanted  to  change.  Now  they  do  not  want  to  continue. 

One  person  said  to  me  one  day  in  the  elevator  that  she  was  leav- 
ing. She  said,  you  know,  it  is  really  hard  to  get  up  every  day  and 
read  about  how,  because  I  work  for  the  Federal  (jovemment,  I  am 
stupid,  I  am  a  bureaucrat,  I  do  not  know  what  I  am  doing.  I  actu- 
ally thought  I  came  here  to  be  a  public  servant.  I  do  not  feel  like 
I  can  be  that  any  more.  I  will  leave. 

Senator  LAUTENBERG.  Demoralizing,  to  say  the  least. 

Do  you  have  any  idea,  in  terms  of  numbers,  of  people  that  you 
lost  in  key  jobs? 

Ms.  Browner,  We  can  provide  that  for  the  committee,  our  break- 
out office  by  office,  but  let  me  just  explain  to  you  the  effects  of  this. 

For  example,  in  our  drinking  water  program  we  have  15  vacan- 
cies. This  program  encompasses  the  country's  entire  drinking 
water,  groundwater  Federal  program,  no  small  responsibility,  and 
seeks  to  address  Cryptosporidium,  a  very  important  and  dangerous 
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contaminant.  We  have  15  people  gone  from  a  program  that  is  a 
total  of  130. 

[The  information  follows:] 

Key  Jobs  Lost  at  EPA  During  the  Shutdown 

While  the  Agency  has  faced  its  most  severe  budget  constraints  during  the  continu- 
ing resolutions,  significant  austerity  measures  began  much  earlier,  in  the  early  sum- 
mer of  1995.  On  July  11,  1995,  the  Administrator  imposed  an  across-the-board  hir- 
ing and  promotion  freeze.  From  this  point  to  the  present,  EPA  has  experienced  seri- 
ous losses  across  occupations,  experience  level,  and  location.  Over  980  staff  have 
left,  with  the  Agency  standing  some  1,691  positions  below  ceiling. 

The  field  locations,  where  much  of  the  contact  with  local  governments  and  busi- 
ness takes  place,  have  been  hardest  hit.  Over  57  percent  of  the  losses  have  occurred 
in  the  regional  offices,  particularly  in  the  Boston,  New  York,  and  Chicago  regions. 
It  is  particularly  apparent  in  the  Boston  statistics  that  the  losses  have  hit  at  the 
core  of  EPA's  continuing  efforts  to  maintain  a  state-of-the-art  workforce.  For  most 
of  those  who  left  the  Boston  oflRce,  EPA  was  their  first  Federal  position,  and  they 
had  worked  at  the  Agency  an  average  of  only  1.20  years. 

In  Headquarters  organizations,  the  largest  losses  were  experienced  in  the  enforce- 
ment, research  and  development,  air  and  radiation,  and  administration  areas.  En- 
forcement followed  the  age  and  experience  pattern  established  in  the  regions,  with 
its  losses  averaging  just  over  6  years  experience  and  34  years  in  age.  .A^encjrwide, 
the  average  years  of  Federal  service  of  an  employee  who  left;  EPA  during  this  time- 
frame was  6.83,  with  4.44  of  that  served  at  the  Agency.  This  same  group's  average 
age  was  34.21. 

The  chart  below  shows  staff  reductions  by  National  Program  from  the  levels  au- 
thorized in  1995.  The  chart  shows  that  EPA  staffing  has  been  reduced  in  almost 
all  areas,  with  the  deepest  reductions  in  Enforcement  ( - 15  percent).  Research  ( - 10 
percent)  and  Air  ( -  10  percent).  Overall,  the  Agency  has  experienced  a  9  percent  re- 
duction from  the  1995  authorized  level. 

ENVIRONMENTAL  PROTECTION  AGENCY  FISCAL  YEAR  1995  AUTHORIZED  VERSUS  CURRENT 
STAFFING  BY  NATIONAL  PROGRAM  OFFICE 


Office 


1995  authorized 

Current  staffing 

FTE  vacancies 

2,248 

2,041 

206 

2,020 

1,815 

205 

2,543 

2,540 

3 

1,442 

1,391 

51 

4,230 

3,588 

642 

2,083 

1,875 

209 

2,404 

2,201 

203 

1,909 

1,738 

172 

Water 

Air 

Solid  waste  and  endergency  response  

Pesticides  and  toxics  

Enforcement  and  compliance  

Research  and  development 

Administration  and  resource  management 
Other  offices 

Total.  EPA 


18,879 


17,188 


1,691 


Senator  Lautenberg.  What  kind  of  skill  levels  might  these  be? 

Ms.  Browner.  It  is  a  range  of  skills.  Technical  people,  scientists, 
professionals. 

Senator  Mikulski.  Bachelors,  Ph.D's? 

Ms.  Browner.  EPA  has  a  highly  educated  work  force  because  of 
the  work  that  we  do  and  it  is  our  professionals  that  we  are  losing. 
The  large  number  of  people  that  we  are  losing  are,  in  fact,  the  pro- 
fessionals. 

IMPACT  TO  SUPERFUND  SITES 

Senator  Lautenberg.  Can  you  tell  us,  what  is  the  forecast  for 
closures  on  Superfund  sites  that  are  either  under  programs  right 
now,  cleanup  programs,  or  those  that  are  being  contemplated  based 
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on,  let  us  say,  if  the  present  level  of  funding  were  made  relatively 
permanent? 

Ms.  Browner.  We  have  impacts  to  all  our  programs.  We  will  be 
more  than  happy  to  provide  this  for  the  committee.  I  showed  you 
the  list  for  air  toxic  pollutants,  for  industrial  discharges  to  rivers 
and  lakes. 

In  every  instance,  we  are  going  through  a  prioritization  based  on 
risk,  available  resources,  and  public  health  threats,  to  decide  which 
things  will  now  fall  off  the  list.  Which  things,  despite  the  fact  that 
they  are  issues  we  believe  need  to  be  addressed,  are  going  to  have 
to  wait. 

In  the  case  of  Superfund,  we  have  done  a  similar  analysis,  and 
we  have  made  a  decision  that  it  is  important  to  complete  those 
projects,  those  constructions  that  were  underway,  as  quickly  as 
possible.  We  have  an  investment.  To  delay  is  to  lose  some  of  that 
investment,  so  we  would  maintain  our  commitment  in  terms  of 
completions  in  this  fiscal  year.  Again,  there  are  limited  resources, 
and  now  we  are  going  to  take  a  bigger  percentage  of  them. 

Just  to  give  you  a  couple  of  statistics,  in  terms  of  site  assess- 
ments, which  is  a  very  important  piece  of  the  program,  under  the 
President's  budget,  we  would  have  done  almost  2,000  this  year. 
Under  the  conference,  it  is  approximately  800  that  we  will  be  able 
to  do. 

Under  what  is  called  remedial  design  starts,  where  we  go  out 
and  begin  the  design  work,  under  the  President's  budget,  we  would 
have  done  76.  Under  the  conference,  it  will  be  only  20. 

[The  information  follows:] 

Superfund  Site  Closure  Forecast  Under  Current  Funding  Levels 

Under  the  fiscal  year  1996  Conference  level,  the  Agency  anticipates  completing 
construction  at  65  sites.  This  would  bring  the  Agency  to  a  cumulative  total  of  501 
through  the  end  of  fiscal  year  1996.  The  Agency  is  committed  to  completing  65  con- 
structions in  the  next  several  years  in  order  to  attain  our  goal  of  650  constructions 
completed  by  2000.  However,  the  fiscal  year  1995  rescission  and  the  fiscal  year  1996 
Conference  level  will  begin  to  impact  that  goal  as  new  starts  are  delayed  potentiidly 
as  early  as  fiscal  year  1997. 

Senator  Lautenberg.  Is  there  a  reserve  fund  available  that  will 
carry  through  this  year's  Superfund  activities  that,  therefore,  gives 
you  some  degree  of  comfort  and  ability  to  operate  under  the  current 
fiscal  year? 

Ms.  Browner.  For  the  Superfund  Program,  the  dollars  have  to 
be  appropriated.  While  there  is  a  tax  that  had  been  collected,  it  is 
not  now  being  collected.  As  of  January  1,  it  expired,  and  there  are 
funds  available  in  the  trust  fund.  They  are  not  accessible  to  us  ab- 
sent an  appropriation.  Congress  has  to  give  us  access  to  the  money. 

Senator  Lautenberg,  So  these  are  funds  that  have  been  col- 
lected that,  like  other  trust  funds,  have  to  be  appropriated,  so  what 
we  are  saying  is  that  even  though  funds  might  be  technically  avail- 
able, we  cannot  use  them. 

Ms.  Browner.  Precisely. 

enforcement  IMPACTS 

Senator  Lautenberg.  Inspections,  enforcement  and  compliance, 
you  said  they  were  down  some  90  percent  in  some  of  the  areas.  The 
funding  for  the  agency  was  down  only  10  percent  in  the  first  CR 
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and  down  25  percent  subsequently.  Why  is  the  impact  so  much 
greater? 

Ms.  Browner.  The  last  two  CR's  have  been  at  the  House  level. 
That  is  a  35-percent  cut  from  what  the  President  requested. 

In  the  enforcement  program,  under  the  President's  budget  re- 
quest we  would  have  undertaken  more  than  9,000  inspections  this 
year.  Because  of  the  shutdowns,  because  of  the  CR's,  we  have  al- 
ready missed  several  hundred.  We  do  not  think  we  will  be  able  to 
make  them  up.  We  do  not  have  the  funds  or  the  time.  We  are  now 
estimating  and  hoping  to  be  able  to  do  about  7,000  inspections  in 
the  course  of  this  year. 

Senator  Lautenberg.  You  did  make  reference  to  the  targeted  re- 
ductions in  funding. 

Ms.  Browner.  Under  the  last  two  CR's,  just  to  remind  you,  the 
enforcement  program  did  not  have  a  targeted  reduction.  That  was 
an  across-the-board  number  that  we  then  managed.  In  this  CR, 
which  the  Senate,  I  understand,  is  perhaps  now  debating,  there  is 
an  ambiguity  that  we  would  very  much  like  to  have  direction  on 
how  to  resolve.  There  is  language  that  appears  to  tell  us  to  take 
the  directed  cuts  from  the  conference  bill.  The  effect  in  the  enforce- 
ment program  would  be  very  significant. 

Senator  Lautenberg.  And  last,  do  you  have  any  analysis  of  the 
impact  on  contractors'  employees?  Have  any  of  the  larger  contrac- 
tors or  smaller  contractors  included  been  forced  to  suspend  their 
operations? 

Ms.  Browner.  Yes;  we  are  attempting  to  work  with  all  of  our 
contractors  to  understand  exactly  what  the  effects  have  been  on 
their  work  force.  What  we  have  right  now  is  largely  anecdotal,  but 
it  is  very  troubling.  We  are  aware  of  contractors  who  were  not  able 
to  make  up  the  difference.  We  were  not  there  with  our  contract  dol- 
lars. They  were  not  flowing,  and  so  the  contractor  had  to  lay  off 
their  employees. 

Senator  Lautenberg.  Is  it  thusly  a  likely  follow-on  that  the  con- 
tractors that  you  may  have  to  employ  will  either  have  to  charge 
more,  be  able  to  charge  more  because  there  is  less  competition  for 
the  contracts,  or  be  unable  to  carry  out  the  responsibilities  that  you 
would  employ  them  for? 

Ms.  Browner.  I  certainly  think  there  could  be  long-term  effects 
in  terms  of  the  contractors'  willingness  to  come  forward  to  bid  on 
the  projects.  There  is  a  risk  now  that  had  not  existed  previously. 

Fred  Hansen,  my  deputy,  just  showed  me  the  first  analysis  we 
have  been  able  to  do.  In  terms  of  what  the  effect  may  be  on  the 
individual  contractors,  the  private  firms  we  deal  with,  more  than 
600  employees  in  those  firms  have  been  affected,  and  many  of  them 
have  lost  their  jobs. 

Senator  Lautenberg.  Thank  you  very  much,  Mr.  Chairman. 

Thank  you,  Ms.  Browner. 

superfund  response 

Senator  Bond.  Thank  you.  Senator  Lautenberg, 

Let  me  go  back.  Administrator  Browner,  to  the  discussions  of 
Superfund,  The  conference  agreement  earmarked  $800  million  for 
the  Superfund  response  actions.  That  is  primarily  the  actual  clean- 
up work,  which  is  the  same  level  as  fiscal  year  1995, 
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Am  I  not  clear,  do  I  not  understand  from  you  that  this  level  of 
spending  would  enable  EPA  to  fund  all  ongoing  sites  and  begin 
new  cleanups  with  the  highest  risk  to  human  hesdth? 

Ms,  Browner.  As  I  said,  in  keeping  with  the  language,  we  would 
make  sure  that  we  could  complete  those  sites  where  we  had  in- 
tended completion. 

Senator  Bond.  That  was  the  priority,  you  said,  cleanup,  and 
there  is  enough  money  to  continue  all  those  existing  cleanup  oper- 
ations. 

Ms.  Browner.  In  terms  of  the  65  construction  completions,  we 
have  made  that  a  priority  within  these  levels,  but  then  it  does  have 
a  ripple  effect. 

Other  things  that  we  had  planned  to  do  will  not  be  possible  in 
terms  of  our  new  starts,  going  out  actually  on  the  ground  in  com- 
munities, ready  to  do  the  last  phase,  to  actually  do  the  cleanup 
part.  I  might  ask  Mr.  Laws,  who  is  the  head  of  our  Superfund  Pro- 
gram as  well  as  our  solid  waste  and  emergency  response  program, 
to  speak  specifically  to  that. 

This  has  been  a  very  difficult  set  of  decisions  that  we  have 
sought  to  make  within  this  program  because  there  has  been  an  ad- 
ditional level  of  uncertainty.  As  you  know,  we  did  not  initially  have 
to  shut  the  program  down,  but  then  we  did  because  we  hit  our  ad- 
ministrative caps.  We  tried  to  make  the  right  set  of  decisions.  We 
think  we  should  be  at  as  many  sites  as  possible,  but  if  he  might 
just  briefly  explain  how  we  prioritized 

Senator  Bond.  We  would  like  to  hear  that,  and  we  will  get  to 
that  later.  We  do  want  to  have  that  for  the  record,  but  we  did  ask, 
I  think,  for  new  starts  that  you  prioritize  the  Superfund  sites 
where  there  are  risks  to  human  health  either  now  or  in  the  future 
from  current  land  use. 

And  if  you  will  recall,  the  GAO  report  which  studied  the  ongoing 
Superfund  actions,  said  about,  I  think,  32  percent  of  the  sites  that 
EPA  was  working  on  hold  threats  to  human  health  now  or  in  the 
future  under  current  land  use  and  that  is,  if  you  do  not  change  an 
industrial  site  into  a  day  care  center,  and  we  had  urged  that  going 
forward  that  while  many  of  these  other  sites  are  very  important  to 
be  cleaned  up,  that  you  prioritize  those  with  human  health  risks. 

When  I  proposed  1  month  ago  to  add  $100  million  to  the 
Superfund,  that  would  have  brought  the  total  up  to  $1.26  billion. 
This  would  have  allowed  the  cleanup  spending  to  surpass  the  fiscal 
year  1995  levels,  would  it  not? 

Ms.  Browner.  The  fiscal  year  1995  level  for  Superfund  I  believe 
was  $1.3  billion. 

Senator  Bond.  Response  actions,  I  am  talking  about. 

Ms.  Browner.  I  am  sorry.  I  thought  you  were  talking  about  the 
total  dollars  available. 

Senator  Bond.  But  that  would  have  enabled 

Ms.  Browner.  Response  actions  in  fiscal  year  1995  is  800.  I 
apologize.  The  confusion,  and  obviously  this  has  been  a  discussion 
between  the  staffs,  has  to  do  with  how  the  rescission  was  taken. 

Senator  Bond.  Let  me  ask  one  question.  Last  year,  when  Con- 
gress rescinded  $100  million  from  Superfund,  the  agency  notified 
Congress  that  scores  of  sites  would  not  get  cleaned  up  and  said 
there  would  be  a  $230  million  shortfall,  but  as  I  understand  it. 
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EPA  was  not  able  to  spend  all  of  its  fiscal  year  1995  dollars  and 
actually  carried  over  funds  into  the  Superfund  budget  in  1996,  al- 
lowing you  to  sustain  operations  until  January  2.  How  much  carry- 
over did  you  have,  and  why? 

Ms.  Browner.  Let  me  ask  Fred  Hansen  to  speak  to  the  carry- 
over. 

Mr.  Hansen.  Mr.  Chairman,  again  for  the  record,  I  am  Fred 
Hansen,  the  Deputy  Administrator. 

The  carryover,  as  I  understand  it,  was  that  $88  million  was  from 
the  fiscal  year  1995  funds  not  obligated  prior  to  that  fiscal  year, 
and  then  $22  million  in  excess  of  our  actual  cost  recovery  collection 
target  for  1995.  That  is  pre-1995,  $88  million,  during  1995,  $22 
million,  for  a  total  of  $110  million  for  that  carryover. 

EPM  WORK  FORCE 

Senator  Bond.  Thank  you. 

You  mentioned  the  potential  risks.  In  the  analysis  the  conference 
report  said  that  a  furlough  of  18  to  19  days,  or  a  RIF  of  3,750 
FTE's  would  be  required.  How  much  in  additional  spending  would 
you  need  in  EPM  to  prevent  RIF's  and  furloughs? 

Ms.  Browner.  Not  to  bring  back  the  1,500  who  are  now  gone, 
just  to  stay  where  we  are,  is  $52  million. 

Senator  BOND.  Now,  we  offered  in  the  December  compromise,  we 
wanted  to  bring  that  up  to  $40  million,  so  that  would  have  brought 
us  up  within  $12  million.  Would  you  say  that  is  your  highest  prior- 
ity, preventing  furloughs  now? 

In  other  words — we  are  going  to  have  to  rank  these  at  some 
point.  Would  you  say  the  full  $52  million  was  your  absolute  top  pri- 
ority? Something  has  got  to  be  the  top  priority. 

Ms.  Browner.  Mr.  Chairman,  my  top  priority  is  the  mission  of 
the  agency.  I  have  to  be  honest  with  you. 

Senator  Mikulski.  Let  me  ask  Administrator  Browner,  it  is  not 
where  we  want  to  be,  but  in  this  environment,  what  would  be  the 
closest  we  could  come,  do  you  believe,  to  your  top  priority  for 
achieving  your  mission? 

Is  it  to  prevent  furloughs,  to  ensure  the  continuity  for  the  con- 
tractors? 

Ms.  Browner.  One  of  the  most  important  tools  I  have  in  the  job 
I  do  for  the  American  people  are  my  colleagues  at  the  agency.  The 
work  they  do  is  very  important. 

Equally  important  is  the  work  that  our  contractors  do.  We  go 
hand  in  hand,  and  that  is  why  it  is  not  as  simple  as  saying  it  is 
this  versus  that.  I  have  to  look  across  all  of  the  tools. 

Senator  MiKULSKl.  Would  it  be  those  two? 

Senator  Bond.  So  what  are  the  numbers  you  want,  $52  million 
to  avoid  furloughs?  What  do  you  need? 

Ms.  Browner.  What  about  Superfund,  water,  drinking  water, 
clean  water  for  the  States? 

Senator  Bond.  I  am  asking  you  because  we  are  squeezed  within 
a  limit,  and  we  are  trying  to  find  additional  dollars,  and  we  all 
share  the  big,  broad  mission,  but  we  are  trying  to  find  the  dollars 
which  are  the  top  priority  dollars. 

You  said  $52  million  for  EPM. 
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Ms.  Browner.  I  said  that  is  what  it  would  take  to  avoid  a  RIF 
or  a  furlough.  There  are  additional  funds  if  we  are  going  to  be  able 
to  utilize  our  contractors  to  assist  us  in  the  work  we  think  is  im- 
portant. 

Let  me  give  you  five  categories.  Maybe  that  is  the  easiest  way 
to  do  it  in  terms  of  where  we  believe  resources  are  needed  if  we 
are  to  fulfill  our  mission. 

Senator  Mikulski.  Not  only  where,  but  what. 

Ms.  Browner.  Enforcement  and  compliance.  There  is  a  $43  mil- 
lion targeted  cut  in  our  enforcement  and  compliance  program.  That 
is  a  combination  of  inspections,  enforcement  actions  taken  and 
small  business  compliance  assistance.  That  is  the  program  that  is 
targeted,  our  Office  of  Enforcement  and  Compliance  Assurance. 

Public  health  and  environmental  standards.  Funding  for  the 
work  we  do  on  the  air  toxic  particulate  matter,  the  air  we  breathe, 
Cryptosporidium  in  the  water  we  drink.  The  dollar  amount  is  a 
combination  of  salaries  for  the  EPA  employees  and  contracts.  The 
dollar  amount  that  we  believe  would  allow  us  to  do  the  job  is  $105 
million  in  that  account.  That  is  a  combination  of  contractors  and 
personnel.  We  need  both. 

Senator  Mikulski.  Could  I  get  a  clarification?  You  say  you  were 
cut  $43  million.  Now  you  are  saying  $105  million  over  the  $43  mil- 
lion? 

Ms.  Browner.  $43  million  is  the  targeted  cut  in  our  enforcement 
program.  In  your  account  structure,  it  is  true  you  carry  enforce- 
ment as  part  of  the  EPM  account. 

Senator  Mikulski.  Let  us  not  get  into  that. 

Ms.  Browner.  It  is  $43  million  in  enforcement,  $105  million  in 
EPM.  That  goes  to  your  question,  Senator  Mikulski,  of  the  contrac- 
tors and  the  work  force. 

Toxic  waste  cleanup,  the  Superfund  program,  an  additional  $150 
million.  State  and  local  government  assistance  and  drinking  water. 
While  we  do  appreciate,  Mr.  Chairman,  your  leadership  and  com- 
mitment on  the  drinking  water  issue,  we  would  suggest  that  should 
be  raised  to  the  President's  request.  Clean  water  funding  has  been 
cut  and  it  needs  to  be  restored. 

Finally,  climate  change  and  environmental  technology. 

drinking  water  srf 

Senator  Bond.  And  the  total  for  that  comes  out  to  $966  million, 
so  if  it  is  $966  million  or  nothing,  much  as  we  want  to  get  it,  we 
are  likely  to  wind  up  with  nothing,  and  I  would  hope  that  we  could 
work  with  you  and  find  out  where,  if  we  could  only  get  a  portion 
of  it,  that  should  go. 

Let  me  just  ask  to  clarify  one  area.  On  the  State  revolving  fund, 
the  administration  requested  an  additional  $225  million  for  the 
drinking  water  State  revolving  fund  and  $240  million  for  clean 
water. 

The  Federal  assistance  for  construction  of  water  treatment 
plants  is  very  important,  but  I  am  very  much  concerned  about 
some  statements  I  have  heard  you  all  make  in  a  press  release  EPA 
sent  out  last  month  just  before  the  veto,  and  again  in  toda/s  testi- 
mony. 
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You  say  we  have  cut  State  drinking  water  loan  funds  by  45  per- 
cent, when,  in  fact,  there  were  no  funds,  zip,  nada,  zero,  provided 
to  the  States  in  the  authorization  because  of  a  lack  of  authorization 
in  fiscal  year  1995. 

There  is  $500  million  we  put  in.  Nothing  went  last  year.  We  are 
hoping  that  we  get  $500  million  this  year.  That  is  what  the  Presi- 
dent asked  for. 

Ms.  Browner.  Again,  we  appreciate  the  leadership  you  provided, 
Mr.  Chairman,  on  that  very  important  issue.  We  recognize  that  the 
House  was  at  zero  and  that  because  of  your  leadership  one-half 
was  put  there.  You  had  hoped  for  more  and  we  want  to  work  with 
you  to  get  more. 

Senator  Bond.  Well,  even  if  we  can  get  the  program  authorized, 
and  with  another  hat  on  in  EPW  we  work  to  get  it  authorized,  if 
we  got  it  authorized  in  March,  could  you  obligate  $500  million  for 
the  program  before  the  end  of  this  year? 

Ms.  Browner.  As  I  understand  the  language,  if  we  were  unable 
because  of  the  authorization  problems  to  obligate  it,  the  funds 
could  move  over  into  the  clean  water  program.  The  administra- 
tion's request  in  terms  of  clean  water  is  not  bringing  us  back  up 
to  where  we  believe  we  should  be.  So  that  we  can  see  those  State 
revolving  funds  revolve  at  a  $2  billion  level  on  an  annual  basis. 
There  is  a  tremendous  need  which  these  dollars  help  to  address  but 
in  no  way  resolve,  and  so  that  flexibility,  which  I  think  we  have 
all  agreed  is  important,  would  allow  us  to  move  the  money. 

Senator  Bond.  Well,  we  want  to  keep  the  flexibility,  and  we 
would  like  to  get  started  on  the  drinking  water  program.  If  we  can- 
not, the  trigger  we  put  in  in  the  conference  report  would  put  that 
money  to  use,  and  we  want  to  get  that  money  used  one  way  or  the 
other. 

Senator  Mikulski. 

Senator  Mikulski.  I  absolutely  agree.  You  know,  we  went  $800 
million  over  the  House;  then,  when  we  looked,  we  had  an  escape 
hatch  amendment  that  really  was  due  to  the  creative  work  of  Sen- 
ator Bond  and  his  staff,  and  I  think  that  was  an  additional  $240 
million.  Am  I  correct  in  that? 

Senator  Bond.  $225  million,  I  think. 

Senator  MiKULSKl.  I  actually — Madam  Administrator,  I  think, 
unless  there  is  some  unusual  breakthrough  in  this  budget  amend- 
ment, which  I  doubt,  I  think  that  is  going  to  be  pretty  much  the 
best  that  could  come  out  of  this  committee. 

Ms.  Browner.  For  the  drinking  water  program? 

Senator  BOND.  For  the  whole  deal. 

Senator  Mikulski.  The  whole  deal.  We  have  HUD,  we  have 
FEMA,  we  have  National  Service.  The  President  has  made  EPA 
and  National  Service  his  top  priorities  in  terms  of  the  concerns 
around  the  vetoing  of  the  bill,  which  I  support,  but — we  are  trying 
to  do  the  CR,  but  I  think  we  have  to  look  at  the  realistic  approach, 
and  we  are  also  dealing  with  not  only  what  the  White  House  would 
like,  but  what  the  House  is  insisting  upon,  and  quite  frankly  I  am 
going  to  be  trying  to  save  National  Service  as  well  as  sustain  our 
commitment  to  the  environment  and  to  the  veterans. 

Ms.  Browner.  We  are  certainly  very  conscious  and  cognizant  of 
the  fact  that,  as  I  think  Senator  Mikulski  said,  you  were  dealt  a 
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bad  hand.  We  do  appreciate,  Mr.  Chairman,  your  willingness  to  go 
far  beyond  what  the  House  was  willing  to  do.  I  know  you  under- 
stand there  are  unfortunately  consequences  that  are  not  insignifi- 
cant even  at  the  conference  level. 

Our  goal  is  to  work  with  you  to  see  that  we  are  able  to  do  the 
very  best  job  to  honor  our  commitment,  and  I  know  that  is  your 
goal. 

RESPONSE  TO  NAPA  REPORT 

Senator  Bond.  Well,  we  do  have  to  go  for  a  vote.  The  NAPA  re- 
port, you  had  a  3-week  furlough.  It  was  due  about  1  month  ago. 
When  is  that  due,  or  when  will  that  be  ready? 

Mr.  Hansen.  Mr.  Chairman,  as  quickly  as  we  can  get  it  to  you. 
It  is  very  accurate  that  the  shutdown  has  slowed  that  very  part  of 
it.  I  do  not  have  the  exact  date,  but  it  will  be  a  couple  of  weeks 
maximum  time. 

Senator  Bond.  Would  you  support  further  involvement  working 
with  NAPA  in  examining  how  the  implementation  program  is 
working? 

Ms.  Browner.  I  certainly  think  NAPA  has  been  very,  very  help- 
ful. We  have  enjoyed  the  working  relationship  with  them.  We 
would  like  to  discuss  with  NAPA  and  with  you  what  is  the  appro- 
priate organization  and  vehicle  for  overseeing  implementation. 

Senator  Bond.  Just  a  final  thought.  If  we  do  get  some  kind  of 
appropriations  bill  through,  I  hope  we  do  not  have  any  more  CR's. 
I  hope  whatever  we  do  the  next  time  is  for  the  rest  of  the  year. 

As  I  indicated  this  morning,  there  will  not  be  another  measure 
like  this  current  CR  that  was  formulated  without  any  involvement 
of  this  committee  dealing  with  VA,  HUD,  and  EPA.  There  will  not 
be  one,  and  we  look  forward  to  working  with  you.  To  the  extent 
that  we  find  additional  dollars,  your  ability  to  prioritize  within  that 
$966  million  will  enable  you  to  have  some  input.  Otherwise,  we  will 
make  your  choices  for  you. 

Thank  you.  Madam  Administrator.  We  will  recess  the  hearing 
until  we  can  go  and  vote,  and  we  will  hear  other  witnesses  when 
we  return. 

Thank  you. 

[A  brief  recess  was  taken.] 


NONDEPARTMENTAL  WITNESSES 

STATEMENT  OF  ROBERTA  HALEY  SAVAGE,  EXECUTIVE  DIRECTOR,  AS- 
SOCIATION OF  STATE  AND  INTERSTATE  WATER  POLLUTION 
CONTROL  ADMINISTRATORS 

Senator  Bond.  The  hearing  will  reconvene.  My  apologies  for  the 
delay.  We  wanted  to  find  out  if  we  were  going  to  have  additional 
votes  immediately.  There  will  not  be.  Senator  Mikulski  had  other 
commitments,  so  she  is  not  able  to  be  here.  I  see  we  have  refined 
the  audience  down  to  the  real  aficionados  and  the  real  experts,  and 
it  is  now  my  pleasure  to  turn  to  a  panel  of  outside  witnesses  who 
will  share  their  concerns. 

A  special  thanks  to  all  of  you.  We  particularly  appreciate  your 
being  willing  to  take  up  a  Friday  afternoon  and  to  come  on  such 
short  notice. 

We  have  Ms.  Roberta  Savage,  executive  director  of  the  Associa- 
tion of  State  and  Interstate  Water  Pollution  Control  Administra- 
tors, who  will  focus  on  the  issue  of  funding  for  water  quality  pro- 
grams, Mr.  William  Birkhofer,  vice  president  of  corporate  develop- 
ment at  Sverdrup  Corp.  and  a  member  of  the  Hazardous  Waste  Ac- 
tion Coalition.  We  will  discuss  their  concerns  about  Superfund. 

And  finally,  we  will  hear  from  the  State  of  Delaware's  Secretary 
of  Natural  Resources  and  Environmental  Control,  Mr.  Christophe 
Tulou,  who  is  a  member  of  the  Environmental  Council  of  the 
States. 

Ms.  Savage,  would  you  begin? 

STATEMENT  OF  ROBERTA  HALEY  SAVAGE 

Ms.  Savage.  Thank  you,  Mr.  Chairman.  As  you  indicated,  I  am 
Roberta  Savage.  I  am  the  executive  director  of  the  Association  of 
State  Water  Administrators. 

Our  association  has  since  the  early  1950's  represented  the  views 
of  State  directors  who  on  a  daily  basis  manage  and  protect  the  wa- 
ters of  the  United  States.  Their  job  is  to  work  for  the  States  with 
the  Governors,  for  the  Governors,  working  with  State  legislatures 
to  protect  the  health  and  welfare  of  the  citizens  of  their  State,  and 
our  national  association  is  here  to  speak  on  the  technical  issues, 
not  the  political  issues,  that  you  and  the  other  members  of  your 
committee,  as  well  as  the  Nation,  are  struggling  to  deal  with  at 
this  point. 

What  we  would  like  to  do  is  talk  to  you  just  a  little  bit  about 
what  the  implications  of  the  current  situation  are  for  the  State 
water  programs  and  first,  I  would  like  to  tell  you  how  much  I  ap- 
preciate the  work  you  have  done  in  making  every  effort  to  hold  the 
State  management  programs  harmless. 

The  language  that  you  made  sure  was  in  the  conference  report 
saying  that  the  States  would  be  held  harmless,  that  their  budgets 
would  be  held  harmless,  was  very,  very  important  to  our  organiza- 
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tion  as  well  as  to  my  sister  and  brother  organizations  that  rep- 
resent other  media  groups. 

We  also  want  to  thank  you  for  the  language  that  you  incor- 
porated in  the  bill  that  said,  and  recognizing  that  the  money  for 
the  drinking  water  SRF  did  come  from  the  clean  water  program, 
it  was  reduced,  and  if  that  money  is  not  made  available  through 
the  authorized  drinking  water  program,  that  the  moneys  will  re- 
turn to  the  clean  water  program.  We  very  much  appreciate  that. 

We  have  seen  the  moneys  taken  from  this  subcommittee  and 
taken  from  the  environmental  protection  programs  through  rescis- 
sions because  that  provision  was  not  there,  so  we  very  much  appre- 
ciate the  work  in  that  area. 

I  would  also,  even  though  Senator  Mikulski  is  not  here,  I  would 
like  to  express  our  appreciation  to  her.  When  she  was  chairing  your 
committee,  she  convened  what  they  called  the  602(b)  coalition  to 
fight,  all  of  us,  all  of  the  interests  under  the  jurisdiction  of  your 
subcommittee,  for  more  money  for  your  subcommittee,  and  I  think 
we  were  somewhat  successful,  and  maybe  we  will  have  to  recon- 
vene that  group. 

Senator  BOND.  Could  you  give  us  a  list  of  the  names  and  ad- 
dresses of  that  group?  We  are  going  to  have  to  do  a  better  job  next 
time  around. 

Ms.  Savage.  I  was  working  at  the  Izaak  Walton  League  and  rep- 
resented the  environmental  issues  during  that  coalition,  and  it  was 
a  good  effort.  We  will  see  if  we  cannot  do  it  one  more  time. 

Senator  Bond.  Sounds  good  to  me. 

Ms.  Savage.  As  you  know — and  every  witness  that  comes  before 
you,  Mr.  Chairman,  tells  you  we  need  more  money,  and  I  could  cer- 
tainly go  on  and  on,  and  in  my  testimony  I  list  what  the  States  be- 
lieve they  need  to  have  to  successfully  implement  the  clean  water 
program,  but  we  also  recognize  that  this  country  is  facing  very, 
very  serious  budget  problems  and  that  we  all  have  to  take  our  fair 
share. 

As  our  charts  will  indicate  however,  you  will  see  that  the  clean 
water  program,  particularly  our  SRF,  has  taken  a  big  hit  in  just 
the  last  couple  of  years. 

We  started  at  a  $5  billion  program.  We  were  cut  in  1981  to  $2.4 
billion,  and  now  we  are  just  barely  scraping  at  the  $1  billion  level, 
and  then  you  add,  and  what  I  would  really  like  to  focus  on  is  less 
the  dollar  amount — I  mean,  we  could  argue  over  the  President's 
budget,  over  the  CR,  over  the  conference  report,  and  everyone  has 
their  opinion. 

Obviously,  we  would  like  as  much  money  as  you  can  possibly  pro- 
vide, but  what  we  need  more  than  anything  is  the  certainty  and 
the  specificity  to  know  how  to  proceed.  This  is  particularly  impor- 
tant as  we  devolve  responsibilities  to  the  State  programs.  You  are 
asking  more  and  more  of  the  State  managers,  and  at  the  same  time 
we  are  seeing  less  and  less  money  going  to  them.  That  is  what  this 
whole  unfunded  mandates  issue  is  about  that  you  hear  from  the 
Governors  and  the  cities.  More  and  more  work  is  devolving,  less 
and  less  money. 

We  heard  the  Administrator  talk  a  lot  today  about  contractors, 
we  heard  her  talk  about  EPA  employees,  but  we  did  not  hear  as 
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much  as  I  would  like  to  hear  about  what  the  State  and  local  gov- 
ernments are  being  asked  to  do  under  the  clean  water  programs. 

Balanced  budgets,  fair  shares,  we  are  all  willing  to  do  what  we 
need  to  do  for  the  betterment  of  this  country,  but  let  me  talk  a  lit- 
tle bit  about  what  the  uncertainty  does,  particularly  in  the  State 
revolving  loan  fund. 

The  outreach  of  the  revolving  loan  fund  is  not  just  State  dollars. 
It  does  go  to  contractors,  which  we  have  heard  a  lot  about  today. 
It  also  goes  to  the  bond  market.  It  influences  what  is  going  on  in 
the  bond  market.  It  influences  the  rating  that  a  State  might  have, 
the  level  of  confidence  that  the  bond  market  has  in  a  State. 

It  influences  the  rate  of  leveraging,  and  what  a  State  can  do  with 
its  money,  and  whether  they  can  bond.  It  also  affects  the  con- 
fidence that  the  American  people  have  in  the  word  of  State  govern- 
ment. If  they  commit  to  build  a  project,  they  want  to  know  that 
money  is  there. 

If  they  go  forward  and  they  do  the  work  and  they  enlist  the  con- 
tractor, and  they  tell  all  the  citizens  we  are  ready  to  go  and  we  are 
going  to  have  clean  water  or  drinking  water  facility,  they  need  to 
have  that  assurance. 

So  as  Senator  Mikulski  indicated,  CR  is  a  miserable  way  to  have 
to — all  of  us  recognize  it  is  not  the  best  way  to  do  business.  It  is 
not  good  for  planning,  it  is  not  good  for  management,  and  it  cer- 
tainly is  not  good  for  the  long-term  health  and  welfare  of  our  orga- 
nizations, so  what  we  would  like  to  see  is  some  stability,  some  pre- 
dictability in  our  programs  to  know  where  we  are  going. 

If  the  levels  go  down — the  1995  level  is  what  most  of  the  States 
are  working  on  at  this  point.  We  are  not  advocating  it,  but  reality 
is  what  reality  is,  but  specificity  and  the  integrity  of  a  long-term 
commitment  is  what  is  so  very,  very  critical  to  our  programs. 

I  see  that  my  light — there  are  a  number  of  things  that  I  want 
to  say,  but  I  would  rather  just  talk  about  the  program  through 
questions  rather  than  take  your  time.  You  have  got  my  testimony. 
I  would  like  to  share  with  you — it  is  the  first  time  it  has  been  made 
available — our  America's  Clean  Water,  the  status  of  the  clean 
water  program  from  1972  to  1992. 

The  States  have  assessed  the  quality  of  our  waters  and  what 
that  means,  what  we  have  done  with  the  dollars  that  this  Congress 
and  the  American  people  have  provided  to  our  clean  water  pro- 
grams over  the  last  20  years. 

We  think  it  is  a  tremendous  success  story,  and  we  are  pleased 
to  announce  it  and  share  it  with  you  here  for  the  first  time. 

Thank  you  very  much. 

PREPARED  STATEMENT 

Also — oh,  I  would  like  to  share  with  you,  Mr.  Chairman,  a  survey 
that  our  State  members  did — of  course,  Missouri  assisted — on  what 
they  need  to  run  their  programs,  what  is  available  under  the  CR, 
and  what  their  long-term  expectations  for  their  programs  are. 

Thank  you,  sir. 

Senator  Bond.  We  will  make  all  that  part  of  the  record.  I  am 
sure  the  other  members  of  the  committee  will  want  to  see  that.  I 
thank  you  very  much  for  making  that  available. 

[The  statement  follows:] 
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PREPARED  STATEMENT  FROM  ROBERTA  HALEY  SAVAGE,  EXECUTIVE  DI- 
RECTOR, ASSOCIATION  OF  STATE  AND  INTERSTATE  WATER  POLLUTION 
CONTROL  ADMINISTRATORS 

Mr.  Chairman  and  Members  for  the  Commitiee,  the  Association  of  State  and  Interstate  Water  Pollution 
Control  Administrators  (ASIWPCA),  which  represents  the  State  officials  who,  on  a  daily  basis, 
manage  the  nation's  water  quality  program,  appreciates  this  opportunity  to  testify  before  the 
Subcommittee  on  VA/HUD/IA  Appropriations  regarding  the  status  of  FY96  funding  and  the  impact  on 
State  Clean  Water  Programs. 

Let  me  state  at  the  outset  that  the  Association  recognizes  the  delicate  nature  of  the  budget  negotiations 
that  are  taking  place  between  Congress  and  the  President  of  the  United  States.  We  are  aware  of  the 
sensitivities  of  the  issues  we  will  be  discussing  here  today.  And,  the  Association  wants  to  be,  clear  up 
front,  that  this  statement  is  intended  to  respond  to  your  kind  invitation  to  share  the  State  water 
regulators'  insights  from  a  technical  and  programmatic  pei^pective.  In  no  way  does  this  presentation 
represent  a  position  on  the  budget  negotiations  between  the  President  and  Congress. 

Mr.  Chairman,  I  have  had  the  opportunity  \o  work  with  your  Committee  for  nearly  two  decades.  I 
want  to  complement  you  and  your  fine  staff  for  your  past  efforts  to  consider  and  incorporate  the 
positions  of  our  organization  into  your  deliberations.    As  the  Committee,  in  this  hearing,  takes  a  broad 
look  at  the  issues,  let  me  reiterate  for  the  record  what  you  all  know  and  well  appreciate: 

1.  National  polls  consistently  indicate  that  the  American  public  places  a  high  priority  on  clean 
water  and  environmental  protection, 

2.  The  States  are  on  the  environmental  front  lines  and  responsible  for  the  daily  implementation 
of  programs  under  the  Clean  Water  Act, 

3.  In  the  administration  of  these  programs,  States  depend  upon  USEPA  to  provide: 

•  Basic  program  direction  (i.e.,  up-to-date  eflluent  guidelines,  guidance  for  water  quality  standards 
criteria,  etc.), 

•  Technical  and  legal  support, 

•  Credible  science  provided  in  a  timely  manner, 

•  Timely  and  consistent  pass-through  of  State  program  grant  funds,  and 

•  Enforcement  back-up  in  non-delegated  States. 

4.  Working  together,  it  is  essential  States  and  USEPA  modernize  program  management, 
reform/streamline  regulations,  maximize  environmental  results  and  encourage  comprehensive 
approaches.  Such  activities  are  imderway  and  should  continue  to  be  a  high  priority,  and 

5.  The  Clean  Water  Act  is  fundamentally  sound,  but  refinements  in  the  form  of  a  reauthorization 
are  needed  to  update  the  program  and  minimize  impediments,  including  the  need  for: 

•  Federal  funding  commensurate  wiih  Federal  mandates,  including  adequate  fiuiding  for  State 
management  and  continued  Federal  capitalization  of  the  State  Revolving  Loan  Fund  (SRF). 

•  Expanded  Slate  flexibility  and  targeted  reforms  to  operate  more  efficiently,  effectively  and 
cooperatively. 

•  Expanded  capacity  and  authority  to  promote  effective  nonpoint  source  programs  in  Slates. 

The  bottom  line  is  that  States  have  become  the  principal  safety  net  for  maintaining  and  enforcing 
Clean  Water  Act  programs.  This  is  even  more  true  because  of  the  current  funding  situation's  adverse 
impact  on  USEPA  personnel,  contracts  and  other  factors  (e.g.  the  decline  in  their  enforcement  actions 
by  up  to  50%).  We  urge  the  Committee  to  take  that  into  consideration  in  making  budget  decisions. 
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FY  1996  CONFERKNCK  AGRKKVIKNT 

We  are  deeply  appreciative  of  the  Congressional  support  for  sustaining  FY  1995  funding  levels  for 
State  programs  (including  Section  106  State  management,  3 19  for  nonpoint  sources,  etc.)  However,  as 
the  chart  (Attachment  A)  indicates,  the  majority  of  recent  environmental  cuts  have  essentially  been 
made  in  State  and  local  program  categories  (municipal  financing  under  the  SRF,  Superfimd  and 
underground  tank  cleanup). 

In  taking  ftiture  actions,  we  would  ask  that  the  Committee  be  mindful  that  the  levels  in  HR2099  (the 
Congressional  Conference  Agreement  of  November  1995)  are  significantly  below  what  the  Association 
has  identified  as  critical  funds  necessary  to  effectively  operate  the  Clean  Water  Program  at  a  "Federal 
fair  share"  of  a  basic  level  of  services.  The  States  have  calculated  that  the  programs  need  annually 
from  the  Federal  government:  $150  Million  for  Section  106  State  management,  $500  Million  -  $1 
Billion  for  the  3 19  nonpoint  source  program  and  no  less  than  $2  Billion  for  the  SRF. 

As  you  are  well  aware,  Mr.  Chairman,  the  Congressional  appropriation  is  on  hold  and  the  3rd 
continuing  resolution  (CR)  expires  today.  Let  me  express  at  this  juncture  the  States'  deep  concerns 
about  the  continuing  lack  of  stability  and  predictability  caused  by  the  current  fiscal  situations.  The 
Association  and  its  membership  are  enormously  grateful  that  every  effort  has  been  made  to  hold  State 
programs  harmless.  However,  States  are  not  in  a  position  to  assume  that  funding  will  continue  for  the 
remainder  of  the  year.  Consequently,  the  impacts  on  States  are,  for  the  most  part,  anticipatory. 

The  big  problem  for  States  is  uncertainty  relative  to  any  level  of  long  term  Federal  funding.  Of 

equal  importance,  is  the  imcertainty  as  to  whether  State  programs  will  be  reimbursed  for  forward 
funding  Federally  requested  activities.  It  must  be  recognized  that  many  States  are  facing  water 
programs  reductions  in  their  State  appropriations  as  well.  The  longer  the  uncertainty  at  the  national 
level,  the  worse  the  situation  will  become. 


At  this  juncture,  we  know: 

*  Some  States  have  put  a  freeze  on  all  Federally  funded  positions. 

*  Others  have  downsized: 

..  Through  layoffs 

..  Not  filling  vacant  positions. 

..  Moving  Clean  Water  Positions  to  other  programs 

In  some  States,  this  mebns  a  15%-  38%  staff  reduction. 

In  some  States,  activities  (i.e.  compliance  inspections  for  mining  or  compliance  monitoring)  have 
been  halted. 


Core  functions  (protection  of  public  health  and  safety  and  permitting)  are  being  jeopardized,  including 
enforcement,  local  technical  assistance  and  newer  programs  (e.g.  watershed  protection/local  basin 
cleanup).  Delays  in  permitting  new  and  expanded  facilities  have  a  direct  effect  on  economic 
development.  In  the  words  of  one  State  program  adminisu-aior  "the  program  is  paralyzed,  with  the 
reductions  we  have  had  to  make,  only  20%  of  the  staff  have  experience.  The  NPDES  program  is  a 
house  of  cards  -  the  single  loss  of  a  key  card  will  bring  the  whole  thing  down." 

Mr.  Chairman,  we  very  much  appreciate  that  the  State  program  funding  has  been  treated  kindly  to  date 
and  we  appreciate  your  willingness  to  assure  continued  State  resources.  But  if  the  national  budget 
decisions  change,  are  postponed  and/or  cuts  are  made  at  a  later  date,  the  impact  will  likely  be 
severe  -  a  10%  Federal  FY96  cut  in  the  4th  quarter,  could  translate  into  a  40%  cut,  in  total, 
because  it  will  all  need  to  come  out  at  the  last  moment. 

On  the  positive  side,  we  at  ASIWPCA  have  been  working  closely  with  USEPA's  Office  of  Water  to 
implement  the  various  CRs  and  have  been  meeting  by  conference  call  bi-weekly  with  the  Assistant 
Adminisu-ator  to  keep  the  States  abreast  of  fiscal  issues.  These  calls  have  been  of  enormous  help  in 
fostering  communication  and  identifying  and  resolving  problems. 
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FUTURE  CONGRESSIONAL  ACTION 

While  the  Association  appreciates  funding  being  provided  (S40.8S  Million  for  State  management  and 
$338.5  Million  for  the  SRF),  a  Congressional ly  passed  appropriation  is  much  preferred  over  the  CR 
mode  of  operation.  Clearly,  funding  at  the  FY199S  level  would  promote  State  program  stability. 


(S  Millions) 


FY  1995  President's  Conference  Report       Continuing 

Appropriation    FY  1996  Budget  HR  2099       Resolutions 


I.  MUNICIPAL  FINANCING 
Title  VI  SRF 

Special  Grant  Projects 
Drinking  Water  SRF 
TOTAL 

II.  STATE  MANAGEMENT. 

POTW  SRF  Constnjction:  603(d) 

Traditional  Grants  and  Performance 
Parmerships 

Water  Quality  Management 

•  Section  106 

•  Planning:  604(b) 

•  Nonpoint  Sources  Sec.  319 

•  Clean  Lakes 

•  104(b)  State  Coop.  Agreements. 

•  Wetlands 


1235.2 

1600.0 

781.8 

265.0 

225.0" 

500.0 

2^42.0 

2^65.0 

49.4 

64.0 

Se«  below 

See  below 

81.7 

80.2 

12.4 

16.0 

100.0 

100.0 

3.1 

0.0 

22.5 

22.5 

15.0 

15.0 

1125.0" 

338.5 

265.0 

-0- 

275.0'/ 

-0- 

1.665.0 

338.5 

45.0 

13.5 

658.0 

See  below 

40.85 

11.25 

V- 

If- 

V- 

y- 

3.4 

SO.O 

1.55 

11.25 

7.5 

1/     $50  Million  is  snaside  for  impoverished  communities  to  implement  {102  ofH.R  961  ({ 104  grants)  -  States  can  blend  these  "gnnr 

funds  with  SRF  funds  to  nuke  projects  ifTordable  in  communities  of  less  than  3.000  population  with  no  existing  collection  systems. 

Funds  a  Stale  carmol  use  revert  to  their  general  SRF. 
2/     SI  074  Billion  orFY94/95  fiinds  originally  reserved  for  a  Drinking  Water  SRF  were  rescinded  (leaving  S22SM  which  is  subject 

to  the  same  terms  as  footnote  4  below).  The  FY96  funds  are  sctaside  for  authorization  of  a  drinking  water  SRF.  If  that 

docs  not  occur  by  6/1/1996.  they  reven  to  Ihe  Title  VI  SRF.  TOTAL:  $500  Million 
3/      These  funds  are  provided  under  the  Traditional  Grants  and  Performance  Paruicrships  category  at  essentially  FY199S  levels. 

If  passage  of  an  appropriation  for  HUD/1  A  programs  is  not  possible  for  FY96.  the  Association  urges 
the  Committee  to  consider  some  vehicle  to  provide  a  predictable  fimding  level  for  State  management 
under  section  106.  nonpoint  sources  under  Section  319  and  the  SRF  under  Title  VI.  As  previously 
indicated,  the  option  (CR  after  CR)  as  outlined  below,  is  causing  many  States  tremendous  difficulties 
that  are  likely  to  worsen  significantly  over  time. 

IMPACT  OF  THE  CONTINUING  RESOLUTIONS 

1 .    State/Federal  Partnership:  To  assure  the  effectiveness  of  environmental  programs,  the 

State/Federal  partnership  must  be  strong.  However,  uncertainty  is  causing  many  States  to  cut  back 
on  their  commitments.  For  example,  guidance,  regulation  and  program  development  and 
implementation  efforts  have  been  severely  curtailed  because  of  the  very  limited  grant  and  contract 
funds  in  the  CRs.  We  believe  the  State  involvement  in  these  efforts,  all  but  eliminated  tinder  the 
CR  and  shutdown  process,  is  absolutely  essential  to  the  national  integrity  of  envirorunental 
protection.  Over  the  long  term  this  could  adversely  impact  the  State/USEPA  partnership  and 
indeed  the  effectiveness  of  the  national  program.  We  are  further  concerned  that  the  morale  of 
USEPA  and  State  management  staff  has  significantly  deteriorated. 


As  delegated  States  anticipate  the  potential  funding  problems  in  the  remainder  of  the  year, 
many  are  generally  cutting  back  on  commitments,  obligations  and  additional  responsibility. 

A  particularly  troubling  situation  has  been  raised  in  States  that  are  ift  the  process  of 
assuming  management  of  the  hfPDES  permitting  and  enforcement  responsibility.  It  is 
unclear  how  undelegated  States  will  be  able  to  take  over  these  functions  if  there  is  less  106 
funding. 


155 


State  Water  Program  Management:  Under  the  current  CR,  there  is  enough  funds  to  carry  States 
through  March  1996,  with  the  50%  of  FY95  levels  that  is  being  made  available  (e.g. 
$40.85  Million  for  Section  106).  However,  there  are  State  concerns  about  the  Federal 
government's  ability  to  sustain  that  funding  through  the  remainder  of  the  year,  as  discussed  above. 

♦    SEE:  The  Clean  Water  State  Revolving  Loan  Funds  was  funded  at  only  1 1%  of  last  year's 
levels.  These  dollars  were  made  available  in  the  last  hours  of  the  first  CR.  Just  this  past 
Wednesday,  we  were  told  that  an  additional  $238.5  is  now  available  in  the  third  CR.  SRF 
funds  arc  being  allotted  by  formula  to  the  50  States.  And,  off  the  top,  before  allocating  any 
funds  to  the  SRF,  States  must  reserve,  in  full,  the  expected  FY96  604(b)  planning  setaside  (a 
minimum  of  $100,000  per  State). 

•    Project  Funding:  The  amoimt  of  funding  available  to  States  for  projects  under  the  CRl  and 
CR3  varies  &om  $1 .58  Million  to  $37.3  Million  (see  Attachment  B  for  State  by  State  data). 
This  pales  in  comparison  to  the  need  (e.g.  5  States  each  have  over  $200  Million  in  project 
demands  for  the  first  half  of  FY96  and  an  ASIWPCA  survey  indicates  in  Attachment  C 
nationally  that  number  is  over  $2.5  Billion).  Recognizing  the  potential  for  a  major  fimding 
crisis  under  the  CR  process,  some  States  "bank  rolled"  SRF  funds  to  secure  enough  future 
allotments  to  fund  critical  projects.  States  are  concerned  that  this  is  being  interpreted,  by 
some  in  the  Federal  establishment,  to  mean  that  "States  do  not  need  the  funds".  This  is  a 
major  misinterpretation. 

Here  are  the  facts ...  the  uncertainty  slows  down  the  program.  Communities  need  to  know  for 
certain  that  a  State  will  commit  to  their  project  —  "maybe  yes,  maybe  no  "  is  not  good  enough  - 
to  move  foiAvard  they  must  count  on  and  receive  those  dollars  in  a  timely  manner. 


In  States,  SRF  funding  is  not  just  an  issue  of  wastewater  treatment  plant  construction.  It  is  also 
an  issue  of: 

Public  health  and  drinking  water  protection 

Nonpoint  source  control 

Ground  water  protection 

Nutrient  removal  for  lakes  and  coastal  waters 

Fish  and  wildlife  protection 

Economic  development  and  revitalization  ~  it  is  important  o  keep  in  mind  that: 

..  It  is  true  that  the  Federal  and  State  govermnents  have  expended  billions  on  wastewater 

treatment,  yet  we  need  only  look  to  the  Potomac  and  Baltimore  water  fronts  to  recognize 

the  enormous  economic  come  back  that  has  resulted. 

..    Meeting  our  clean  water  standards  is  good  business.  Clean  rivers  and  lakes  promote 
growth  and  development,  along  with  a  healthy  and  productive  society. 


Potential  Impact  of  Furlough  Prohibition;  Because  Congress  has  prohibited  furloughs, 
the  USEPA,  as  we  understand  it,  is  being  forced  to  "borrow"  from  future  appropriations. 
This  will  undoubtedly  limit  their  ability  in  future  funding  vehicles  to  support  State  Clean 
Water  Act  implementation.  When  the  lOU  "comes  due"  (and  if  staff  reductions  become 
necessary),  the  impact  on  States  could  be  seyere.  The  impact  will  come  from  the  high  costs 
of  any  personnel  reductions  needed  and  the  ever  more  limited  pool  of  funds  available  for 
FTEs.  grants,  contracts  and  the  SRF.  Because  of  this  threat.  States  are  becoming  quite 
conservative  about  what  activities  they  are  willing  to  undertake. 

Operational  Problems:  Because  States  deal  with  a  plethora  of  constituencies  and  have  a 
multitude  of  responsibilities  and  accountabilities  to,  for  example,  the  governor,  the  State 
legislature,  the  communities,  the  public,  etc.,  it  is  difficult  for  State  environmental  programs 
to  operate  efficiently  and  effectively  imder  short  term  CRs.  While  many  were  hopefiil  that 
Federal  funding  problems  were  temporary,  that  has  clearly  not  been  the  case.  Many  States 
are  still  preparing  and  submitting  annual  work  plans  and  SRF  grant  agreements  for  USEPA 
approval  with  the  expectation  of  periodic  and  only  partial  funding.  The  SRF  process,  for 
example,  has  been  slowed  by  State  public  participation  requirements  and  other  factors 
discussed  above: 
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Planning:  It  is  very  difficult,  as  discussed  above,  for  States  to  plan,  project  the  long 
term  funding  outlook  and  develop  realistic  program  budgets  with  a  ever  moving  fiscal 
target. 

Inefficiencies.  Uncertainty  and  Confusion:  Inherent  in  short  term  CRs,  are 
inefficiencies,  communication  problems,  uncertainty  and  confusion. 


•  By  the  time  States  learned  the  details  of  what  was  available  under  the  first,  second 
and  third  CR,  they  (the  CRs)  had  virtually  expired.  The  decision  making  process 
within  the  Administration  (at  0MB  jind  USEPA)  has  difficulty  keeping  pace  with 
the  short  time  periods.  And,  once  the  decisions  are  finally  made,  it  takes  time  to 
communicate  this  information  to  USEPA  headquarters  program  staiT,  USEPA 
Regions  and  the  States.  Questions  such  as  --  Is  there  SRf  funding?  Will  the 
formula  in  the  Clean  Water  Act  be  used?  Does  what  was  provided  in  the  1st  CR 
carry  forward?  ~  are  difficult  if  not  impossible  to  address  in  any  reasonable  or 
appropriate  timeframe. 

•  There  was  much  confusion  and  inconsistency  in  how  the  CRs  were  interpreted 
between  and  among  USEPA  Regions  and  between  individual  environmental  media 
programs. 


For  example,  1)  one  region  thought  State  program  management  funds  were  not 
available  for  some  media  programs,  2)  policy  on  expediting  the  process  for  SRF 
applications  was  not  consistently  understood  and  3)  one  region  thought  State  grants 
funds  should  be  used  for  only  certain  purposes,  while  others  did  not  believe  there 
were  restrictions.  Again,  communication  between  ASIWPCA  and  the  USEPA 
Office  of  Water  has  been  very  good  and  the  headquarters  personnel  have  worked  to 
resolve  these  regionally  specific  problems,  but  all  of  this  takes  time. 


•     Resource  Limitations:  Due  to  the  very  limited  number  of  "essential"  staff  in  place 
during  the  shutdowns,  work  at  USEPA  has  become  seriously  backlogged.  At  the 
national  level,  ASIWPCA  worked  with  the  press  and  constituent  groups  (e.g. 
governors'  offices  and  national  associations)  to  help  answer  funding  questions,  as 
the  core  USEPA  staff  worked  to  address  identified  problems.  For  example: 

•  With  only  a  skeleton  crew,  it  was  a  Herculean  task  for  USEPA  to  process 
letters  of  credit  (LOC)  for  previously  obligated  funds.  The  processing  of 
FY96  grant  applications,  alone,  has  slowed  down  significantly. 

*  Snags  understandably  occiuied.  Papers  got  lost,  mail  was  unopened,  and 
most  Regions  were  overwhelmed  by  the  tremendous  work  load. 

♦    Program  Reforms;  Work  with  USEPA  on  program  reforms  has  been  significantly  delayed 
or  at  times  drastically  diminished.  Program  reforms  States  most  need  that  are  being 
affected  adversely  include: 

•  Stormwaler  program  streamlining. 

•  SRF  streamlining 

•  Other  wet  weather  issues  such  as  better  vrater  quality  standards  criteria  and  national 
policy  for  sanitary  sewer  overflows  -  intended  to  improve  science  and  make  the 
program  more  reasonable  and  affordable. 

•  Implementation  of  the  revised  319  nonpoint  source  policy  that  is  geared  to  building  long 
term  capacity  at  the  State  and  local  level. 

•  Implementation  of  the  watershed  approach  to  program  management  (which  is  needed  so 
that  States  can  be  more  efficient  and  effective).  In  some  States  this  is  halted. 
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♦  Reauthorization:  During  the  "shutdowns",  dialogue  with  States  on  reauthorization  (e.g.  on 
a  workable  approach  to  incorporating  risk  and  cost/benefit  factors)  were  halted  entirely. 

♦  Compliance:  TheeffectivenessoftheClean  Water  Act  depends  significantly  on  the 
willingness  of  industry,  municipalities  and  nonpoint  sources  to  support  the  goals.  The 
uncertainty  and  limited  ability  to  fund  the  SRF  and  well  as  the  diminished  ability  of  States 
(anticipating  the  unknown)  to  enforce  and  monitor  tears  at  that  delicate  tapestry. 

ASI WPCA  members  are  concerned  that  if  SRF  funds  are  not  available  in  a  long  term 
vehicle  to  meet  compliance  needs  -  the  State/Local/Federal  partnership  will  begin  to 
unravel. 

Summary 

The  CR  mode  of  operation  is  taking  its  toll  on  the  national  water  programs.  In  this  stressful  situation, 
the  States  and  USEPA  have  attempted  to  work  cooperatively  together  to  administer  the  program  and 
communicate  with  one  another. 

The  Association  urges  the  Committee  to  enact  a  predictable  level  of  funding  at  least  consistent  with  FY 
1995  levels.  In  addition,  ASIWPCA  would  urge  the  Committee  to: 

1 .  Maintain  the  Title  VI  Clean  Water  SRF  as  the  vehicle  for  infrastructure  financing  at  a 
$2  Billion  level,  with  no  special  grant  projects.  Further,  we  thank  the  Committee  for  making 
accommodation  in  the  Conference  Committee  funding  bill  to  return  SRF  program  funds  to  the  Clean 
Water  Program,  if  the  Drinking  Water  SRF  is  not  authorized.  We  urge  the  Congress  to  include  this 
provision  in  future  FY96  funding  vehicles. 

2.  Place  highest  priority  on  preserving  the  funding  for  States  to  carry  out  existing  statutory 
responsibilities  -  sustaining  State  management  grants  (Section  106,  etc.  at  least  to  FY  1995 
levels). 

3.  Support  the  Section  319  nonpoint  source  program  at  a  $100  Million  level,  due  to  the  significant 
percentage  of  the  nation's  remaining  water  problems  from  these  sources.  Section  319  should  be 
directly  and  independently  funded,  rather  than  siphoned  off  of  and  depleting  the  SRF. 

The  Association  is  mindful  of  the  seriousness  and  complexity  of  the  decisions  before  the  Congress. 
We  appreciate  your  solicitation  of  the  perspectives  of  the  State  officials  responsible  for  the 
administration  of  the  national  Clean  Water  Program. 

Thank  you  for  your  consideration  of  ASIWPCA's  recommendations. 


ATTACHMENT  B 

UNITED  STATES  ENVIRONMENTAL  PROTECTION  AGENCY 
WASHINGTON.  D.C.  20460 

JAN  2  3  1996 
SUBJECT:      FV96CondnHing.R5JoIution#3  SRFFunds 

FROM:  Rich  Kuhlma^^t^ranch  Chief 

TO:  .  Regional  SRF  Coordinators 

Attached  is  a  "chart  that  shows  the  allocation  of  an  additional  $23  8.5M  in  fiinding  for  the 
SRF  program  in  FY96.  Tliesefimdsarcinadditiontothe$100Mwercceived6ct  4,  1995.  As 
the  FY  96  funding  for  the  SRF  program  continues  to  unfold,  we  will  keep  you  informed. 

Please  notify  your  Sutesofthcirrespectiye  allocation  amounts.  We  will  soon  publish  a 
notice  of  availability  in  the  Federal  Reristef  for  these  funds.  However,  it  is  not  necessary  to  delay 
the  award  ofthesefimds  until  the  notice  ofavailability  is  published. 


23-935  0-96-6 
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Although  Congress  has  incrementally  funded  the  SRF  program  this  year,  we  are 
considering  each  successive  CR  as  part  of  one  allocation  for  FY96  (we  are  aol  treating  each  CR 
as  a  separate  allocation).  The  importance  of  this  interpretation  is  how  the  604(b)(4)  set  aside  is 
calculated.  States  get  1%  or  $100,000,  which  ever  is  greater,  of  the  total  amount  of  funds 
allocated  at  the  time  of  the  initial  FY96  grant  award  or  any  subsequent  grant  amendment.  States 
willnotget  1%  or  $100,000,  which  ever  is  greater,  of  each  CR  alio  cation.  The  second  column 
from  the  left  in  the  attached  chart  identifies  each  State's  604(b)(4)  amount  as  1%  or  $100,000, 
which  ever  is  greater,  based  on  the  $338.5M  allocated  to  the  SRF  program  so  far  during  FY96. 

Please  continue  to  work  with  your  States  to  award  these  funds  as  appropriate.  If  a  State 
has  akeady  received  an  award  for  their  portion  of  the  first  $100M,  these  additional  funds  can  be 
made  available  by  processing  a  graiit  amendment 

If  additional  in  formation  is  necessary,  please  call  me  on  (202)  260-7360  or  your 
appropriate  SRF  headquarters  contact. 


ATl^ACHMENT  C 


1 1/20/95 


FISCAL  YEAR  1996  APPROPRIATION 

($  Millions) 


FY  1995 

President's 

House/Senate 

Change  from 

Appropriation 

FY  1996  Budget  ConrercDCe  Report 

FY95  Level 

L  MUNICIPAL  FINANCING 

Title  VI  SRF 

1235.2 

1600.0 

1125.0" 

-9% 

Special  Grant  Projects 

781.8 

265.0 

265.0" 

-66% 

Drinking  Water  SRF 

225.0" 

500.0 

275.0'/ 

+22V. 

TOTAL 

2,242.0 

2,365.0 

1,665.0 

-26% 

IL  STATE  MANAGEMENT. 

POTW  SRF  Constniction:  603(d) 

49.4 

64.0 

45.0 

-9% 

Traditional  Grants  and  Perfonnance 

See  below 

See.  below 

658.0 

-0.5% 

Partnerships  " 

Water  Quality  Management 

•  Section  106 

SI.7 

80.2 

• 

•  Planning:  604(b) 

12.4 

16.0 

11.25 

-9% 

•  Nonpoint  Sources  See.  319 

100.0 

100.0 

*  Clean  Lakes 

3.1 

0.0 

*  104(b)  Slate  Coop.  Agreemeats. 

22.5 

22J 

•  Wetlands 

1S.0 

15.0 

Air 

181.1 

175.1 

Public  Water  Supply 

70.0" 

90.0 

UIC 

10.0 

10.4 

Hazardous  Waste 

97.0 

98.3 

Underground  Tanks 

9.7 

10.4 

Miscellaneous 

6S.4 

71.5 

rv.  SUPERFUND 

1415.9 

1548.9 

1163.4 

-18% 

Underground  Tank  Cleanup 

69J 

76.6 

45.8 

-34% 

V.  TOTAL:    USEPA  Internal  2970J  3361.7  2853.8  -4% 

OperatioDj  (Le.  not  covered  by  I-IV) 

*      For  dunge  firxn  FY95  see  Tndilioa*!  Grants  and  Perfoimanoe  PaitDenfaips  category  above 

1/     SSO  Million  is  sdaside  for  impovoished  communities  to  implonail  {102  of  RK.  961  ({104  grants)  -  States  should  be  able  to  blend  these 
"gnnt"  funds  with  SRF  fiinds  to  inake  projects  affocdabie  in  ocounuaities  of  less  than  3,000  population  wid]  no  existing  collectioa  systems. 
Funds  a  State  cannot  use  revert  to  their  geoenl  SRF. 

2/     This  includes  $100  Millioa  for  Mexican  border  projects,  $50  M  for  Texas  colooias;  SIS  M  for  native  Alaskan  villages,  S2S  M  for  Boston, 
SIO  M  for  New  Orleans.  S3  M  for  Fall  River  MA,  SI  J  M  for  New  Bedfccd  MA,  SS  M  for  West  Centnl  Fkirida  (water  loura  pnjectX 
S 1 .75  for  Bedford  Co  and  Blair  Co  PA.  S 1 1 .625  each  for  Oooodaga  Lake  and  Rcxice  River  Projects,  C2  M  fot  Mojave  Water  A^ncy 
(ground  water  research),  $2J  M  for  Ogden  UT,  and  S6  M  for  KY  projects. 

3/     S1.074  Billion  of  FY94/9S  funds  originally  reserved  for  t  Drinking  Water  SRF  wen  tesonded  (leaving  S225M  which  is  subject  to  the  same 
tenns  as  footnote  4  below). 

4/     These  funds  are  setaside  for  autbocizatioo  of  a  drinking  water  SRF.  Ifdut  docs  not  occur  by  6/1/1996,  dwy  revert  to  the  Tide  VI  SRF. 

5/     The  S6S8  M  provided  is'for  the  following  State  giants  (FY  1995  fiinding  levels  assumed):  319  (can  be  used  for  Clean  Lakes), 

104(bX3),  PWS.  air,  radon,  106,  wetlands,  UIC,  pesticides  piogiam  implementation,  lead,  hazardous,  pesticides  enforcement,  pollution 
prevention,  toxic  substances  enforcement,  Indians  and  undergrotind  tanks.  The  fiinds  will  be  allotted  by  existing  formulas.  States  can 
opt  to  consolidated  them  as  appropriate  —  Le.  perfonnance  partnership  grants  are  authorized. 
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ATTACHMENT  C 
September  1995 

Survey  of  State  State  Revolving  Loan  Fund  Needs 


Alabama 

Alaska 

Arizona 

California 

Florida 

Georgia 

Idaho 

Illinois 

Iowa 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Missouri 

Montana 

Nebraska 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

Utah 

Virginia 

Washington 

West  Virginia 

Wyoming 


SRF  funding  needed  to 
meet  project  needs  in 
first  half  of  EXJL226 

30.000,000 

111,100.000 

376.200,000 
38,300.000 

362.000,000 
13.200.000 

144.000,000 
20,000.000 
60.743,749 
25,000,000 


132.000,000 
200,000,000 


72,020.000 


16.000,000 

8,000.000 

568,000.000 

32.265,000 

5,000,000 
10,800.000 
44,000.000 
20,000,000 

3.500,000 
49,000.000 
88.000.000 
42.684.149 

3.600,000 


Project  funds 
available  under  the 
FY96  CRs 

3,712,500 
1,940,600 

2,202,900 

24,141,051 

11.393,910 
5,664.700 
1,573.800 

15.266.097 
4,514,500 
4,239.500 
3.648,100 
2,539.300 
8,146.300 

11,460,240 

14,513.796 
6.166,700 
9,351.900 
1.573.800 
1.643,900 
3,307,300 

13,793.571 
1.573.800 

37,256.373 
6.053,500 
1,573,800 
2,654,600 
3,751.600 

13.370.643 
2,189,400 
3,392,900 
1,696,500 
6,877,800 
5,829,200 
5,215,100 
1,573,800 


Expected  municipal 
SRF  needs  for  next  5 
years 

50,000,000 

500.000,000 

2.500,000,000 

1,000,000,000 

150.000,000 

100,000,000 

2,500.000.000 

104,000.000 

100,000.000 

150.000.000 

83,000,000 

250,000.000 

1,000,000,000 

600.000.000 

115.000.000 

40,000,000 
575.000.000 

30.000,000 
272.000,000 
400.000.000 

48,000,000 

10.000.000.000 

250.000.000 

20.000.000 
102.000,000 
100.000,000 
250,000.000 
475,000.000 
100.000.000 

75.000,000 

50,000.000 
3.200.000,000 

90.000.000 

30.000.000 


TOTAL 


2,475,412,898 


243,803,481 


25^09,000,000 
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AMERICA'S  CLEAN  WATER:  THE  STATES'  EVALUATION  OF 
PROGRESS  1972-92 


Letter  to 
Congress  and 
the  American 
People 


C 


ongress  passed  the  Clean  Water 
Act  more  than  twenty  years 
ago.  Known  officially  as  the  "Federal 
Water  Pollution  Control  Act 
Amendments  of  1972,"  the  Act  estab- 
lished a  national  mission  to  "restore 
and  maintain  the  chemical,  physical 
and  biological  integrity"  of  America's 
waters.  Think  about  that  mission  — 
it  is  almost  overwhelming!  We  knew 
when  we  passed  the  legislation  that 
we  had  set  ambitious  goals.  But,  we 
knew  the  state  of  our  waters  and  we 
knew  that  the  American  people 
expected  action. 

How  have  we  done?  Well,  with 
more  than  twenty  years  of  progress,  a 
network  of  clean  water  programs  has 
been  developed  to  address  national, 
State,  regional  and  local  water 
quality  issues.  Many  of  the  nation's 
water  bodies  have  achieved  water 
quality  which  fully  support  fishing, 
swimming  and  public  consumption. 
What  a  change  from  the  1960's  when 
some  waters  were  so  polluted  that 
they  had  no  aquatic  life  or  were 
ablaze. 


We  can  be  truly  proud  of  our 
achievements.  And  yet  with  the  ever 
increasing  population  and  the  com- 
plexities of  our  lifestyles,  we  are  also 
challenged  by  the  magnitude  of  the 
tasks  yet  to  be  completed.  For  exam- 
ple, we  are  still  in  the  early  stages  of 
addressing  the  significant  problems 
caused  by  pollution  from  nonpoint 
source  runoff.  By  their  very  nature, 
these  diffuse  sources  will  be  much 
more  difficult  to  control  than  point 
sources. 

As  two  of  the  authors  of  the  1972 
Clean  Water  Act,  we  believe  the 
nation  is  capable  of  meeting  these 
challenges  and  that,  with  renewed 
commitment,  we  can  forge  an  even 
more  effective  Clean  Water  Program. 
We  are  delighted  to  introduce 
America's  Clean  Water,  the  States' 
Evaluation  of  Progress,  1972-1992,  as 
a  useful  basis  for  the  critical  decisions 
to  assure  this  nation's  future  water 
quality. 

We  hope  you  will  join  the  efforts  to 
achieve  clean  water  for  all  humanity. 

Sincerely, 

The  Honorable  Edmund  Muskie 

Member  of  U.S.  Senate  (1958-1980) 
Secretary  of  State  (1980-1981) 

The  Honorable  Howard  Baker 

Member  ofV.S.  Seixate  (1967-1985) 
White  House  Chief  of  Slajf  (1987-1988) 
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What  Two 
Decades 
Can  Do 


T 


he  Federal  Water  Pollution 
Control  Act  Amendments  of 


1972  (Public  Law  92-500),  known 
as  the  Clean  Water  Act,  made 
sweeping  changes  in  how  the  nation 
approached  its  water  pollution  prob- 
lems. In  the  early  1970's  reports  were 
all  too  frequent  offish  disappearing 
from  rivers  and  streams,  lakes  choked 
with  algae  and  beaches  posted 
against  swimming  or  shell  fishing. 
Passage  of  the  Clean  Water  Act  began 
an  iniprecedented  effort  to  control 
pollution  through  State,  federal  and 
local  governments  working  together 
with  industry,  environmental  groups, 
and  individual  citizens  to  clean  up 
and  protect  our  waters. 

America's  Clean  Water,  the  States' 
Evaluation  of  Progress,  1972-1992, 
prepared  by  the  Association  of  State 
and  Interstate  Water  Pollution 
Control  Administrators  (ASIWPCA), 
documents  the  progress  of  this 
committed  effort  and  identifies  areas 
in  need  of  further  attention.  (See 
page  23  for  a  glossary  of  terms.) 


Clean  Water 
Accomplishnnents 

Water  quality  has  improved 

With  increased  population  and  expanded 
economic  development  there  has  been,  since 
1972,  both  a  greater  demand  for  industrial, 
municipal  and  recreational  use  of  our  waters 
and  a  tremendous  increase  in  pollution  that 
needed  to  be  addressed.  Thcrclorc,  it  is  most 
significant  that  the  U.S.  has  not  only 
maintained  its  water  quality  but  made 
remarkable  improvements. 

Between  1972-1992: 

•  For  Rivers  and  St  reams,  98'M>  of  miles 
maintained  or  improved  quality,  while 
only  2%  were  degraded. 

•  For  Lakes,  96%  of  acres  maintained  or 
improved  quality,  while  only  4'Mi  were 
degraded. 

In  1 992. 69%  of  river  miles,  57%  of  lake 
acres,  71%  of  estuary  square  miles  and  89'X) 
of  linear  coastal  miles  assessed  fully  support- 
ed their  designated  uses. 

How  have  these  improvements  come 
about?  This  report  highlights  three  major 
contributors  to  water  quality  improvements: 

•  Improved  municipal  and  industrial 
wastewater  treatment, 

•  Enhanced  water  quality  management 
programs  and 

•  Expanded  focus  on  nonpoint  source 
pollution  and  ground  water  protection 
programs. 
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Wastewater  treatment 
has  improved 

Bclwcen  1972  and  1992  municipal 
wastewater  treatnieiU  expanded  dramatically, 
lor  example: 

•  In  1972,  over  34  million  people  were 
served  by  municipal  systems  which  provided 
no  wastewater  treatment  or  had  only 
primary  treatment.  In  1992,  this  number  was 
reduced  to  1.15  million. 

•  Advanced  treatment  was  expanded  from 
5.7  million  people  served  in  1972  to  over  60 
million  in  1992. 

Achieving  these  and  other  improvements 
has  required  a  governmental  investment  of 
over  $84  billion  in  wastewater  treatment 
since  1972.  The  corporate  investment  in 
pollution  control  is  estimated  to  be  more 
than  twice  that  amount.  In  every  State, 
citizens  can  point  to  restored  water  bodies 
which  improved  the  quality  of  life  and 
economic  vitality. 

•  In  1992,  90%  of  major  municipalities  and 
9.3%  of  major  industries  with  permits  were 
in  significant  compliance. 


State  water  quality  management 
programs  expanded  to  give  better 
environmental  protection 

•  Water  quality  standards,  the  foundation 
upon  which  State  water  quality  programs  arc 
built,  included  an  average  of  158  pollutant 
criteria  in  1992  in  comparison  to  only  5  in 
1972.  This  expansion  has  helped  States  make 
better  decisions,  set  priorities  and  control 
pollution. 


•  State  and  national  monitoring  programs 
have  become  more  sophisticated  and  now 
include  comprehensive  information 
collodion  to  assess  pollution  and  ecosystem 
needs.  Enhanced  monitoring  capabilities 
have  resulted  in  more  effective  water  quality 
programs. 

•  In  1972,  there  was  no  national  permit 
program.  By  1992,  permits  restricting  water 
pollution  had  been  issued  to  more  than 
64,000  point  source  dischargers. 

•  In  1992  alone.  States  allocated,  from 
federal  and  Slate  sources,  more  than  $450 
million  for  surf^ice  water  program  imple- 
mentation and  more  than  $200  million  for 
ground  water  protection. 


Programs  moved  forward  to 
control  nonpoint  source  pollution 
and  protect  ground  water 

Relatively  few  nonpoint  source  protection 
programs  existed  in  1972.  In  contrast,  in 
1992  all  50  States  have  such  programs. 

Since  1972,  Stale  ground  water  progiams 
have  also  greatly  expanded,  to  the  point  that 
virtually  all  States  have  comprehensive  pro- 
grams. In  1992,  for  example,  27  States  and 
Territories  had  USEPA  approved  wellhead 
protection  programs.  In  addition,  States  are 
involved  with  USEPA  in  a  volunteer  effort  to 
develop  a  cooperative  approach  to  ground 
water  management  called  the 
Comprehensive  State  Ground  Water 
Protection  Program. 
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REMAINING        CHALLENGES 


As  this  report  shows,  significant 
improvements  have  been  made  in 
the  State  capacity  to  protect  the 
environment  and  control  point  source 
discharges  of  pollution.  As  States  look 
toward  the  future  of  water  quality 
protection,  it  is  important  to  identify 
the  challenges  that  arc  before  us.  They 
include: 


Expanding  nonpoint 
source  protection 

Point  source  programs  have  greatly 
benefited  from  more  than  two  decades 
of  priority  attention  and  billions  in 
public  and  private  funding.  Nonpoint 
source  pollution,  with  its  complexities, 
demands  equal  or  even  greater  attention. 


Continuing  to  control 
point  source  pollution 

There  remains  $200  billion  in 
infrastructure  and  wastewater 
treatment  needs.  Attention  must  be 
paid  to  the  construction,  operation  and 
maintenance  of  treatment  plants,  to  the 
implementation  of  toxic  standards  and 
to  the  resolution  of  regional  water 
quality  issues  (e.g.,  the  Great  Lakes  and 
the  Chesapeake  Bay). 


Maintaining  and 
improving  existing  programs 
in  the  face  of  increasing 
budgetary  pressures 

Even  with  significant  State  and 
federal  contributions  exceeding  $650 
million  for  surface  and  ground  water, 
the  investment  in  1992  fell  36%  short 
of  estimated  funding  needs  for  a  basic 
level  of  required  programs  under  the 
existing  Clean  Water  Act. 


Developing  and  implementing 
State  approaches  to  watershed 
or  ecosystem  protection 

Comprehensive  and  coordinated 
programs  allow  States  to  be  more  effi- 
cient in  addressing  the  combined  effects 
of  point  and  nonpoint  source  pollution. 


Coordinating  federal 
ground  water  programs  with 
State  and  local  efforts 

Federal  ground  water  programs 
currently  exist  under  more  than  13 
national  laws  which  complicate  State 
and  local  efforts  to  adequately  protect 
the  resource. 


Protecting  wetlands 

Consensus  among  diverse  interests  is 
critical  in  order  to  protect  wetlands  in 
States  and  to  avoid  inconsistency  and 
duplication  in  decision  making. 
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Trends  in  the 
Nation  s  Water 
Quality 
1972-1992 


ften,  the  best 
signs  of  success  are 
site-specific  and, 
therefore,  difficult 
to  summarize 
statistically.  "We 
have  a  bass  fishery 
on  our  river."  "The 
lake  is  no  longer 
clogged  with  algae.** 
"The  water  is  clear 
in  the  hay  instead 
of  brown." 


A 


nicricn  is  rich  in  water  resources. 


The  responsibility  to  manage,  assess, 
restore  and  protect  these  precious  resources 
is  shared  jointly  by  federal  and  Slate  govern- 
ments. Under  delegation,  States  manage  the 
vast  majority  ot  tiie  water  pollution  control 
activities  and  the  U.S.  Environmental 
Protection  Agency  (USEPA)  maintains  over- 
sight to  assure  compliance  wiih  the  Clean 
Water  Act.  Local  governmcnt,s  and  "Corporate 
America"  also  play  a  key  role  in  program  imple- 
mentation. In  the  United  States,  there  are: 

•  2.6  million  river  miles, 

•  40  million  lake  acres, 

•  .^5,500  square  miles  of  estuaries  and  bays, 

•  55,480  linear  miles  of  coastal  waters, 

•  5,380  Great  Lakes  shore  miles, 

•  238.8  million  acres  of  freshwater  wetlands 
and 

•  81.9  million  acres  of  tidal  wetlands. 


The  Goal 

The  1972  Clean  Water  Act  established 
the  goal  for  these  waters  of  protection  and 
propagation  of  fish,  shellfish,  wildlife  and 
recreation  ("fishable/swimmable"  water 
quality)  wherever  attainable.  Most  of  the 
nation's  surface  waters  are  "classified"  to 
achieve  this  goal. 
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GRAPHIC  I    Stream  and  Lake  Water  Quality  1972-1992 


STREAM  WATER  QUALITY 


1972  (348, 100  Total  Miles  Assessed) 


^1  •■- v.----:]  .";'r*.^^^5?M;f^rt^ 


56,100     43.500     268.500 


Not  Supporting  Uses 
m  Partially  Supporting  Uses 
^i  Supporting  Uses 


1992  (784.000  Total  Miles  Assessed) 


msr.'-^-^-. 


Kll.7(l()  162.400 


.S4().';(MI  (iirwliicli  44.1^1  arc  llirculciKil) 


LAKE  WATER  QUALITY 


1972  (1 1,600,000  Total  Acres  Assessed) 


400,000    1,100,000    10,100,000 

1992  (19,800,000  Total  Acres  Assessed) 


.•^5 


Not  Supporting  Uses 
^1  Partially  Supporting  Uses 
g;5^  Supporting  Uses 


2,400,000        6,200,000 


1 1^00,000  (of  which  2,500,000  an-  Ihrcatciicil) 


States  assign  each  water  body  appropriate 
uses  (e.g.,  cold  or  warm  water  fisheries, 
swimining,  etc.)  and  design  programs  to 
achieve  tliesc  designated  uses.  They 
evaluate  water  quality  based  on  the  degree 
to  which  the  waters  support  their  designated 
uses.  Some  States  are  able  to  evaluate  all 
waters  while  others  can  assess  a  limited 
number  depending  upon:  I)  the  amount  of 
waters  in  the  State,  2)  the  distribution  and 
severity  of  pollution  sources  and  3)  the 
availability  of  funds. 

In  1992,  States  assessed  30%  of  river 
miles,  50%  of  lake  acres,  76%  of  estuaries, 
6%  of  coastal  waters  and  100%  of  the  Great 
Lakes  for  the  presence  of  over  150  pollutants 
in  levels  that  are  harmful  to  public  health  or 
the  environment. 


Rivers 


A  river  can  be  a  creek  in  a  neighbor's 
backyard,  a  raging  stream  on  the  highest 
mountain  top,  a  trickle  in  the  desert  or  a 
powerful  force  like  the  mighty  Mississippi. 
Rivers  often  flow  great  distances  and  can  be 
affected  by  a  host  of  different  pollution 
sources.  As  Graphic  I  indicates,  of  the  784,000 
river  miles  States  assessed  in  1992: 

•  69%  fiilly  supported  their  designated  uses. 

•  21%  partially  supported  their  uses. 

•  10%  did  not  support  their  uses. 

From  1972  -  1992,  in  waters  for  which 
States  could  do  comparable  analysis: 

•  92%  of  miles  maintained  their  quality. 

•  6%  improved. 

•  2%  were  degraded. 
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Viewed  in  the  context  of  the  24.5% 
population  incic.isc,  significant  economic 
expansion,  unprecedented  residential  and 
urban  development  and  unparalleled 
increased  recreational  use.  this  is  a  tremen- 
dous success  and  accomplishment. 


Lakes  and 
Reservoirs 

In  1992,  States  (excluding  Alaska)  assessed 
19.8  million  lake  acres: 

•  57'>i>  fully  supported  their  designated  uses. 

•  ."^1%  partially  supported  their  uses. 

•  1 2'Mi  did  not  support  their  uses. 

Bclwccn  1972  and  1992  for  areas  where 
States  had  comparable  data: 

•  94'Xi  of  the  lake  acres  assessed 
maintained  quality. 

•  2%  improved. 

•  4'K)  were  degraded. 


Bays  and 
Estuaries 

In  1992,  as  Table  1  indicates,  States  assessed 
26,800  square  miles,  (37%  more  than  in 
1972)  of  which: 


]      •71%  fully  supported  their  designated  uses. 

•  20%  partially  supported  their  uses. 

•  9%  did  not  support  their  uses. 

i      Coastal 
/     Waters 

(       In  1992,  12  States  assessed  3,380  linear  miles, 
/      (46%  more  than  in  1972)  of  which: 

•  89%  fully  supported  their  designated  uses. 

•  7%  partially  supported  their  uses. 

•  4%  did  not  support  their  uses. 

/ 

^     The  Great 
Lakes 

The  Great  Lakes  have  1  /5  of  the  world's 
fresh  surface  water.  As  Table  1  indicates, 
/       States  assessed  all  5,380  linear  shore  miles 

)      in  1992  of  which: 

( 

)      •  3%  fully  supported  their  designated  uses. 
•-      •   31%  partially  supported  their  uses. 

•  bb%  did  not  support  their  uses. 

Over  the  past  twenty  years  there  have 
1      been  significant  improvements  in  Great 
\       Lakes  water  quality.  Even  so,  3,560  miles  do 
i'       not  support  their  uses,  due  to  past 
/      discharges  of  chemicals  such  as  pesticides 
"i      and  PCBs. 


Use  Support  in  1992  of: 


Bays  and  Coastal 

Estuaries  Waters 

(sq.  miles)  (linear  miles} 


The  Great 


(shore  miles) 


Supporting  Uses 

18.900 

2.990 

Partially  Supporting  Uses           ? 

5,400 

250 

Not  Supporting  Uses 

2.500 

140 

150 
1,670 
3,560 


Total  Assessed 


26,800 


3.380 


5,380 
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tate  water 
quality  assessments 
generally  focus  on 
known  problem 
areas  or  waters 
affected  by  human 
activity.  In  general, 
the  quality  of  waters 
not  assessed  is 
believed  to  be 
better  than  for  those 
assessed. 


Clean  Water 
Act  Programs 
1972-1992 


T 


he  progress  States  reported  over  the 
last  two  decades  in  improving  and 
protecting  water  quality  is  due  to  an 
unprecedented  effort  to  control  pollution  by 
State,  local  and  federal  governments  along 
witli  the  public  and  private  sectors.  This 
effort  embodied  State  standards,  monitoring, 
point  source,  nonpoint  source,  ground  water 
management  and  fmancing  programs. 


Water  Quality 
Standards 

Water  quality  standards  consist  of  designated 
uses  and  technical  criteria  that  indicate  the 
amount  of  a  pollutant  (e.g.,  mercury  or  ainmo- 
nia)  that  may  be  present  in  a  water  body 
without  causing  chemical  or  biological  harm. 
Standards  vary  depending  upon  the  specific 
waters  and  ecosystem,  natural  conditions,  pollu- 
tants present  and  attainability  of  the  goal.  Under 
the  Act,  States  update  standards  every  3  years. 


TABLE  2 

Numeric  Criteria 


Criteria  for  Toxics  to  Protect: 

Freshwater  Aquatic  Life 
Marine  Aquatic  Life 
Human  Health 
Criteria  for  Other  Pollutants 


Total  on  Average 


Average  Number  m  State 
Water  Quality  Standards* 


1982 

1992 

7 

43 

5 

33 

5 

70 

8 

12 

25 
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'Slaicf  also  utilize  narrative  criteria  (e.g..  there  can  be  no  pollutants  in  an  amount  toxic  to  aquatic  life)  that  art 
translated  in  the  permit  process  into  numeric  pollution  control  requirements. 
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TABLE  3    Number  of  State  Samples  Taken 


Types  of              Ambient 

Effluent 

Fish 

Watershed 

Number 

Monitoring 

Point 

Tissue 

& 

Special 

of  States 

Source 

Studies 

Reporting 

1972                               308,000 

22,000 

1 ,000 

20,000 

38 

1982                               351.000 

32,000 

4,000 

32,000 

42 

1992                               153,000 

36,000 

11,000 

29,000 

43 

Note:  Results  do  not  include  tiioiiitoring 

by  federal  agciicic: 

i,  heal govertinictits. 

private  citizens 

and  point  sources. 

Criteria 

Since  1972,  tlicre  has  been  a  dramatic  giowtli 
in  tlic  number  of  criteria  tor  palliogens,  sediments, 
nutrients  and  toxic  pollutants  such  as  organic 
ciiemicals,  heavy  metals  and  pesticides  (see 
Table  2).  The  expansion  of  criteria  development 
has  enabled  States  to  make  better  decisions  and 
provide  more  environmental  protection. 

States  are  currently  expanding  criteria  to  more 
fully  address  ecosystem  needs.  By  1992,  for  exam- 
ple, 14  States  iiad  wildlife  criteria,  5  States  had 
wetlands  criteria,  4  States  had  biological  criteria, 
and  1  State  had  developed  criteria  for  sediments. 

Antidegradation  Policy 

All  States  have  antidegradation  policies  that 
require  existing  uses  and  the  quality  of  out- 
standing waters  to  be  protected  from  degrada- 
tion. When  implementing  antidegradation  pol- 
icy. States  must  examine  complex  issues  such 
as  desired  vratcr  uses  and  the  impact  of  eco- 
nomic development  and  population  growth. 


Monitoring 

States  and  Interstate  Agencies  monitor 
ambient  water  quality,  fish  tissue  and  specific 
point  sources.  In  addition,  intensive  moni- 
toring is  conducted  in  specific  watersheds 
to  develop  efficient  and  effective  control 
strategies  for  point  and  nonpoint  sources. 


These  activities  are  supplemented  by  federal 
and  local  government,  volunteer  citizens 
and  point  source  self- monitoring  programs. 
Over  the  years.  States  have  enhanced  their 
monitoring  strategies,  and  yet  as  Table  3 
indicates,  ambient  monitoring  has  declined. 
This  is  due  to  resource  constraints  and  the 
need  lor  additional  types  of  monitoring. 
There  has  been  an  increase  in  Stale  person- 
nel since  1972  to  support  the  more  resource 
intensive  and  time-consuming  monitoring 
activities.  Even  so.  States  agree  that  it  is  not 
adequate  to  address  priority  problems.  An 
increase  in  funds  is  critical  to  maintain 
existing  monitoring  activities  and  meet 
future  pollution  control  needs. 

Point  Source 
Control  Programs 

Municipal  wastewater  treatment  systems, 
storm  sewer  systems  in  large  urbanized  areas 
and  industrial  activities  are  common  point 
sources  of  pollution.  Under  the  Clean 
Water  Act's  National  Pollutant  Discharge 
Elimination  System  (NPDES),  point  source 
discharges  must  be  regulated  by  permits. 
By  1992,  responsibility  for  the  permit  pro- 
gram was  delegated  by  USEPA  to  39  States. 


3d 


23-935  0-96-7 
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An  extensive  regulatory  framework  has  been 
put  into  place  resulting  in  over  7,000  permits 
to  major  sources  and  57,000  pciinils  to  minor 
sources. 

These  permits  regulate  more  than  135 
billion  gallons  of  wastewater  and  cooling 
water  discharged  daily.  Permits  must  be 
revised  periodically  to  reflect  more  rigorous 
water  quality  standards,  new  technology, 
improved  monitoring,  better  information 
and  changed  conditions. 

Municipal  Wastewater  Treatment 

The  extent  of  municipal  wastewater 
treatment  has  increased  dramatically  over 
the  past  twenty  years  (sec  Graphic  II). 

•  The  population  served  by  facilities  with 
only  primary  or  no  treatment  has  been 
virtually  eliminated,  dropping  from  33%  of 
the  population  served  in  1972  to  less  than 
1%  in  1992. 

•  Rclwcen  1972  and  1992,  the  population 
served  by: 

-  Secondary  (technology  based)  treatment 
increased  by  33'Mi. 

-  More  advanced  treatment  (to  meet  water 
quality  standards)  increased  by  950%. 

The  most  widely  used  measure  of 
effective  treatment  is  biochemical  oxygen 
demand  (BOD),  which  is  the  extent  to 
which  pollutants  can  deplete  the  receiving 
water's  oxygen  level  that  is  needed  to 
sustain  fish  and  other  aquatic  life.  Since 
1 972,  the  total  amount  of  BOD  generated 
daily  by  households  and  industries  that  are 
served  by  municipalities  increased,  while 
the  total  amount  actuallyxiischarged  to 
receiving  waters  after  treatment  was  greatly 
reduced  (see  Graphic  III). 


GRAPHIC  II 

Population  Served  by  Centralized 
Municipal  Wastewater  Systems* 
and  Level  of  Treatment  Provided 


No  Treatment 

Primary 
H  Sccond!\r)' 
•S  Advanced 
S  L.and  Application 
'34  States  Reporting 


80.927,000 


197i2  Total: 
.103,279^000 


164,S38.00dl 
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Combined  Sewer 
Overflows 

Combined  sewer  overflows  (CSOs)  are 
a  major  remaining  point  source  problem  in 
oldej:  (Cities  generally  established  before 
1900.  Over  800  communities  serving  27 
million  people  have  CSO  systems  with 
8,400  discharge  points  to  water  bodies. 

CSOs  were  designed  as  both  sanitary 
waste  and  stormwater  collection  systems. 
Most  combined  sewers  can  accommodate 
normal  flow,  but  when  it  rains,  the  volume 
of  stormwater  runoff  can  increase  dramati- 
cally. The  sewers  back  up,  the  treatment 
plant  capacity  is  exceeded,  and  the  flow  is 
discharged  to  waterways  without  treatment. 

While  progress  is  being  made  to  resolve 
CSOs  (.see  Graphic  IV),  the  magnitude, 
complexity  and  expense  of  remedying  the 
problem  (which  could  exceed  $40  billion)  is 
staggering.  Control  of  CSOs  will  be  a  time 
consuming  and  costly  venture. 

Water  Infrastructure 
Investment 

State,  federal  and  local  governments  have 
made  substantial  investments  to  improve 
municipal  wastewater  treatment.  The  1972 
Clean  Water  Act  created  a  federal  grant  pro- 
gram that  was,  in  1987,  transformed  into  the 
State  Revolving  Loan.  Fund  (SRF).  All  50 
States  have  established  SRFs,  under  which 
funds  are  loaned  to  communities  generally  at 
reduced  interest  rates.  The  Fund  revolves  in 
perpetuity  as  loans  are  repaid  and  new  loans 
are  made.  Since  1972,  with  grants  and  loans: 

•  1 2,700  municipal  projects  have  been 
completed. 

•  $85  billion  has  been  allocated  in  federal. 
State  and  local  matching  funds 
including  $1 1  billion  for  the  SRF. 


GRAPHIC  III 

Municipal  Sewage  Plant 
Perfortnance  1972-1992 

(Pounds  of  Biochemical  Oxygen  Demand  per  day) 


Generated 

Discharged  to  Waters  After  Treatment 


43,000.000 


13,000,000 


5.000,000 


1972 
62%  BOD 
Removed 


GRAPHIC  IV 


1992 
88%  BOD 
Removed 


Progress  in  Addressing  Combined 
Sewer  Overflows 


Projects  to  l>e 
Developed 


Projects 
in  Planning 
and  Design 

818  Total  Municipal 
Projects  Expected 


32 
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Continued  success  of  the  SRF  will  depend 
upon  further  capi(nli7.ntion  and  aggressive 
compliance  programs.  States  estimate  over 
S200  billion  in  needs  due  to  the  1987  Clean 
Water  Act  Amendments  and  previously 
existing,  but  unmet,  requirements. 

Toxics 

Permits  contain  requirements  for 
eliminating  toxicity.  This  is  a  growing  area 
of  program  importance.  To  date,  approxi- 
mately 60%  of  the  major  permits  include 
biological  monitoring  requirements  to 
better  assess  impacts  of  pollutants 
discharged  on  the  ecosystem.  Extensive 
analysis  of  facility  operations  and  treatment 
systems  have  been  conducted  by  1 3%  of 
major  permittees  to  isolate  toxicity  problems 
and  to  find  potential  solutions.  These 
efforts  are  supplemented  by  "end  of  the 
pipe"  effluent  monitoring.  In  addition, 
"prctrcatmcnt"  programs  are  operated  by 
1400  municipalities  to  regulate  industries 
that  discharge  wastewater  into  sewer 
systems  rather  than  water  bodies. 

Compliance 

Achievement  and  maintenance  of  com- 
pliance are  ongoing  challenges. 

Permit  violations  can  range  from  serious 
excursions  from  treatment  requirements  to 
the  failure  to  file  reports  on  time. 


Compliance  rates  have  improved,  but 
municipalities  generally  lag  behind  indus- 
tries (see  Table  4).  Of  those  major  sources 
in  significant  non-compliance,  90%  of 
industrial  and  86%  of  municipal  violations 
were  addressed  promptly  through  enforce- 
ment action. 


Nonpoint 

Source 

Management 

Nonpoint  pollution  sources  are  diffuse 
with  no  single  point  of  origin  (e.g.,  a  pipe). 
They  include  runoff  from  agricultural  and 
urban  land  areas,  small  construction  sites, 
land  disposal  and  forestry  activities, 
cross-media  transfers  of  pollution  (e.g., 
air  deposition)  and  impacts  of  hydro- 
modification  (e.g.,  dams,  stream 
channelization,  etc.). 

From  its  inception,  the  Clean  Water  Act 
focused  primarily  on  the  control  of  major 
industrial  and  municipal  point  sources. 
This  was  because  of  the  magnitude  and 
impacts  of  such  sources  on  water  quality. 
The  Act,  in  1972,  also  established  a  frame- 
work under  Section  208  for  nonpoint 
sources  to  be  addressed,  but  early  efforts 
focused  primarily  on  local/regional  plan- 
ning rather  than  the  development  of 
statewide  programs. 


TABLE  4  Major  Dischargers 


Percentage  of 
Major  Permits: 


Murticipal  Permit* 
1982  1992 


industrial  Permits 
1982  1992 


In  compliance 

'74% 

84% 

87% 

87% 

Not  in  compliance 

26% 

16% 

13% 

13% 

In  non-compliance  due 

10% 

7% 

to  significant  violations 

3S 
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o  ensure 


clean  water  for 
ourselves  and  future 
generations,  we 
must  pay  attention 
to  our  actions  that 
contribute  to 


nonpoint  source 


As  point  source  issues  were  addressed,  it 
became  increasingly  clear  that  nonpoint 
sources  were  a  major  contributor  to  the 
remaining  water  quality  problems  (see 
Graphic  V).  The  1987  Clean  Water  Act 
Amendments  reflected  the  need  to  move 
beyond  planning  to  create  a  nonpoint  source 
management  implementation  program  under 
Section  319.  The  program  initially  focused 
on  site-specific  demonstration  projects,  but 
it  is  now  moving  toward  long-term, 
comprehensive  State  programs. 

Reducing  nonpoint  source  pollution 
demands  careful  attention  to  land  manage- 
ment issues  that  affect  large  segments  of  soci- 
ety. Philosophical  shifts  will  need  to  occur  in 
the  citizenry  and  pollution  control  must  take 
into  account  local  economic  and  geographic 
conditions.  States  must  use  an  interdiscipli- 
nary approach  involving  many  State  and 
federal  agencies  (e.g.,  USEPA  and  U.S. 
Departments  of  Agriculture,  Transportation 
and  Interior),  local  governments,  businesses, 
citizens  and  land  owners.  Specific  manage- 
ment practices  may  involve,  for  example, 
shaping  and  re-sccding  strcanibanks,  building 
fences  to  exclude  animals  from  streams, 
fencing  small  construction  sites  to  stop  soil 
erosion  and  making  individuals  aware  of  what 
is  harmful  to  dump  into  a  drain  or  backyard. 


GRAPHIC  V 


Percentage  of  Assessed  Waters  Impacted  by  Nonpoint  Sources  vs.  Point  Sources 


Nonpoint  Sources 
Point  Sources 


fWaiers  tluit  arc  ptiniully  or 
.,   itojt  supporting  their  designated 
^tises  or  are  ilireiitcned  due  to 
'■ijpfint  or  nonpoint  sources  of 
■Wpi^lotion.  A  water  body  can  be 
[,'■  impacted  by  both. 
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States  have  made  significant 
improvements  in  nonpoinl  source 
control  programs.  Even  so.  to  main- 
lain  and  improve  overall  water  qual- 
ity. Slate  programs  need  increased: 

•  Coordination,  flexibility  and 
support  among  State  agencies 
and  between  State  and  local 
governments, 

•  Co«5(sfcHcyof  federal  land 
management  activities  with  State 
priorities, 

•  Personnel  to  carry  out  the 
program, 

•  Public  education  and  awareness 
programs, 

•  Research  and  technical  cxpcrUse, 

•  Monitoring  protocols, 

•  Funding  and  incentives  lor 
participation  in  the  national 
program  and 

•  Reasonable  timeframes  for 
implementation. 


Approximately  95%  of  the  freshwater  in 
the  world  is  ground  water,  hence  ground 
water  quality  and  availability  is  of  critical 
importance.  In  the  United  States,  over  1/2  of 
the  nation's  population  depend  on  ground 
water  as  their  principle  source  of  drinking 
water.  The  second  major  use  is  agricultural 
irrigation,  accounting  for  nearly  34%  of  the 
total  ground  water  consumed.  Considering 
increased  population  demand  and  periodic 
drought  conditions,  ground  water  protection 
is  an  ever  increasing  priority. 

Ground  water  contamination  is  difficult 
to  detect,  and  once  found,  very  costly  to 
cleanup.  State  agencies  work  with  federal  and 
local  governments  to  identify  potential 
sources  of  contamination  to  ground  water. 
A  protection  program  is  then  developed  with 
strategies  and  action  plans.  For  example,  in 
1992,  27  States  and  Territories  had  USEPA 
approved  wellhead  protection  programs. 
There  were  also  ten  States  involved  in  a  vol- 
untary effort  with  USEPA  to  develop  and 
support  a  cooperative  approach  under  the 
Comprehensive  State  Ground  Water 
Protection  Program.  Results  will  be  used  as 
model  approaches  for  the  creation  of  other 
State  programs. 


Ground  Water 
Management 

Ground  water  is  found  below  the  earth's 
surface,  filling  the  cracks  and  spaces  between 
soil  and  rocks,  in  much  the  same  way  that 
water  saturates  a  sponge.  It  comes  from  rain 
and  snow  and  travels  through  the  soil  to 
underground  aquifers.  Soil  and  rock 
formations  hold  the  water  which  may  be 
transmitted  to  the  surface  through  wells  or 
springs  and  seepage  into  lakes  and  rivers 
(see  Graphic  VI  on  next  page). 


Ground  water  is  not  specifically 
addressed  through  one  national  policy. 
Instead,  over  13  federal  laws  incorporate 
ground  water  protection  into  their  policies. 
It  is  important  to  note  that  while  federal 
oversight  is  provided  through  three  primary 
agencies  (the  U.S.  Department  of 
Agriculture,  the  U.S.  Geological  Survey  and 
the  USEPA),  it  is  the  State  governments  that 
have  the  primary  role  of  protecting  ground 
water. 
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GRAPHIC  VI    Surface  and  Groundwater  Management  in  a  Watershed 
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TABLE  5  Components  of  the  States'  Ground  Water  Programs 


eoVo-TOVo  of  States  have:        •  an  interagency  coordination  comniitteel 

•  a  classification  system  for  ground  water  uses 

•  ground  water  and  cleanup  standards 

,  •  regulatory  programs  in  addition  to  pemmitting 

•  authority  to  regulate  ground  water  withdrawab 

•  public  education 

^t  •  public  drinking  wate^r  wellhead  protection  programs 

SOVo-SOVo  of  States  have:         •  permitting  programs   ', 

•  a  ground  water  pollution  control  strat^y 

•  mapping  of  ground  water 
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-  he  most 
significant  funding 
shortfalls  in  State 
Programs  relate  to: 

•  Stormwater 
controls 

•  Ambient 
monitoring 

•  Nonpoint  sources 

•  Groundwater 
protection 
Permitting  of 
minor  point 


Wetlands 


protection  and 
restoration  and 


Watershed 


management. 


State  ground  water  programs  have 
greatly  expanded  in  scope  and  complexity 
(see  Table  5  on  page  18).  In  1992  alone, 
States  committed  $200  million  to  fund 
ground  water  quality  protection  programs, 
with  only  a  small  percentage  coming  from 
the  federal  government.  To  better  protect 
this  critically  important  resource,  ground 
water  protection  programs  need: 

•  Coordination  of  federal  programs  with 
Stale  and  local  efforts, 

•  Expansion  of  fiscal  and  professional 
resources, 

•  /;»p/c/»ic/i/<jf»o/i  of  wellhead  protection 
programs, 

•  Education  and  research  programs  and 

•  Prevention  of  pollution. 


State  Management 
Funding 

Federal  funding  for  the  States  to  imple- 
ment the  Clean  Water  Act  has  remained 
relatively  constant  since  1972  (considering 
inflation),  while  the  Act's  mandates  have 
increased  dramatically.  In  1992,  $450  million 
was  spent  at  the  State  level  to  manage  the 
national  surface  water  program,  of  which 
$280  million  was  from  State  general  appro- 
priations, permit  fees,  etc.  This  is  in  addition 
to  $78  million  for  State  administration  of  the 
State  Revolving  Loan  Fund  and  $200  million 
of  essentially  State  funds  allocated  for 
ground  water  protection. 

There  is  a  $250  million  (36%)  gap 
between  funds  available  and  the  over  $700 
million  needed  to  carry  out  existing  surface 
water  requirements  under  the  Act  at  a  basic 
level  of  services.  Public  expectations  must  be 
met  with  expanded  funding,  innovation, 
streamlining  and  improved  efficiency. 
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Program  Directions 
and  Needs 
Identified  by  States 


Most  in  Need 
of  Funding 

•  Nonpoint  Source  Management 

•  State  Implementation  of  Clean 
Water  Act  programs 

•  State  Revolving  Loan  Fund 

Most  in  Need 
of  Research 

•  Water  Quality  Standards  and 
Criteria 

•  Monitoring  and  Assessment 
Techniques 

•  Sediment  Contamination 

•  effectiveness  of  Nonpoint  Source 
Controls 

Most  in  Need  of 
Policy  Development 
and  Clarification 
of  State/Federal  Roles 

•  Wetlands  Protection 

•  Nonpoint  Source  Management 

•  Ground  Water  Management 

•  Watershed  Management 

Most 

Environmentally 

Critical 

•  Nonpoint  Source  Management 

•  Ground  Water  Management 

•  Wetlands  Protection 

•  Pollution  Prevention 


Summary 


T 


he  Clean  Water  Act  is  one 


of  the  most  significant 
national  achievements  of  this 
century.  Under  its  framework. 
State,  federal,  and  local 
environmental  agencies  have 
put  into  place  successful  and 
effective  water  quality  programs. 
These  investments  have  paid 
tremendous  dividends  toward 
enhancing  and  protecting  our 
nations  waters  and  improving 
our  economy  and  quality  of  life. 

ASIWPCA  and  its  State 
members  are  committed  to  the 
continuation  and  enhancement 
of  the  Clean  Water  Program. 
We  anticipate  drawing  on  the 
enthusiasm  and  skill  of  all  who 
care  about  clean  water  to 
comprehensively  address  the  ever 
more  complex  water  quality 
issues  in  the  years  to  come. 
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ASIWPCA's 
Project: 


America's  Clean  Water, 
The  States'  Evaluation 
of  Progress,  1972-1992 


T 


his  report  to  Congress  and  the 
American  people  was  developed  by 
the  Association  of  State  and  Interstate 
Water  Pollution  Control  Administrators 
(ASIWPCA)  and  its  State  members.  The 
information  was  compiled  to  comprehen- 
sively assess  the  status  of  America's  waters,  in 
recognition  of  the  20th  Anniversary  of  the 
Act  and  in  anticipation  of  the  need  to 
reauthorize  the  Act. 

ASIWPCA  was  created  in  1961  as  the 
national,  nonpartisan  professional  organiza- 
tion of  State  water  quality  program  adminis- 
trators. ASIWPCA  members  —  the  States, 
the  Interstate  Agencies,  Territories  and  the 
District  of  Columbia  —  arc  the  officials 
who,  on  a  daily  basis,  implement  surface 
and  ground  water  protection  programs 
throughout  the  nation. 

America's  Clean  Water,  The  States' 
Evaluation  of  Progress,  1972-1992  reflects 
data  from  reports  voluntarily  provided  by 
50  State  and  2  Interstate  Water  Pollution 
Control  Agencies.  They  reached  conclusions 
using  a  combination  of: 

•  long-term  trend  monitoring  records, 

•  short-term  intensive  surveys  and  other 
monitoring  data, 


•  professional  judgments  and  direct 
observations  by  pollution  control,  fish 
and  wildlife  and  other  natural  resource 
agencies  and 

•  program  information. 

This  document  builds  on  two  previous 
ASIWPCA  reports:  America's  Clean  Water, 
the  States'  Evaluation  of  Progress,  1972-1982 
and  America's  Clean  Water,  The  States' 
Noiipoint  Source  Assessment,  1 955. 
ASIWPCA's  Success  Stories,  1972-1992  is  a 
companion  document  to  this  report  that 
provides  State-specific  examples  of  projects 
and  programs  that  have  improved  water 
quality.  Success  Stories  and  this  report  arc 
available  at  a  cost  of  S25  each  by  contacting 
ASIWPCA,  750  First  Street,  NE,  Suite  910, 
Washington,  DC  20002.  202-898-0905. 

Special  recognition  is  given  to  the 
following  for  their  outstanding  effort  in  pro- 
ducing this  report:  the  Survey  Development 
Committee  chaired  by  Harold  Rchcis  (GA) 
and  Clyde  Bohmfalk  (TX),  the  ASIWPCA 
Board  of  Directors,  the  ASIWPCA  Task 
Force  leadership  and  the  staff  of  the  50 
States  and  2  Interstate  Agencies  who  took  the 
time  required  to  compare  the  1972  and  1992 
information  and  complete  the  survey.  A 
special  thank  you  to  those  States  who 
worked  with  the  ASIWPCA  staff  in  finalizing 
this  important  document. 

ASIWPCA  Staff 

Roberta  (Robbi)  Savage 
Executive  Director 

Linda  Eichmiller 

Deputy  Director  and  Project  Manager 

Janeen  Shaffer 
Project  Assistant 
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Glossary 


Terms  Not  Fully 
Defined  in  the  Text 


Designated  Uses 

The  component  of  Slate  water  quality  standards 
thiit  iilcntincs  the  uses  of  a  water  body  to  be 
protciled  and  acliicvcd  (e.g.,  fisheries,  swimming 


and  secondary  recreational  contact  such  as 
boating). 

Major  Sources 

A  major  point  source  facility  is  one  that  has: 

•  a  design  or  actual  flow  of  one  million 
gallons  per  day, 

•  a  service  population  of  10,000  or  greater  or 

•  a  significant  impact  on  water  quality. 

Minor  Sources 

A  minor  point  .source  facility  is  one  that  does  not 
meet  the  criteria  of  a  major  .source. 


Examples  of 

Fully 

Partially 

Not 

Designated 

Supporting 

Supporting 

Supporting 

Uses 

Aquatic  Life 

Watcrlwdy  is  fully 

Balanced  aquatic 

Community  is  definitely 

supporting  the  designated 

community  is  not  tiilly 

imbalanced  and/or 

diverse  aquatic  life 

supported  (e.g.,  some 

.severely  stressed  (i.e.  one 

community.  Standards  are 

species  may  not  be  able  to 

species  may  no  longer 

only  exceeded  0-10% 

propagate).  Standards  are 

exist).  Standards  exceeded 

when  analyzed. 

exceeded  11-7.3%. 

25'!ii  when  analyzed. 

Public  Water 

No  detection  of  chemicals 

Several  detections  of 

Frequent  detections  of 

Supply 

of  concern.  Human  health 

chemicals  of  concern. 

chemicals  of  concern. 

criteria  met  almost  all  of 

Human  health  criteria  not 

Human  health  criteria 

the  time.  Finished 

met  some  of  the  time. 

often  not  met.  Finished 

drinking  water  meets  all 

Finished  drinking  water 

drinking  water  meets 

applicable  standards. 

meets  standards  after 

standards  after 

some  treatment. 

considerable  treatment. 

Contact 

Water  quality  conditions 

Conditions  are  suitable  for 

Conditions  are  not 

Recreation 

suitable  for  full  body 

full  body  contact  at  least 

suitable  for  full  body 

contact  at  all  times. 

75%  of  the  time,  but  not 

contact  more  than  25% 

usually  after  heavy  rains 

of  the  time. 

(e.g.  due  to  stormwater 

runoff  and  combined 

sewer  overflows). 

Fish 

Water  quality  conditions 

Conditions  indicate  that 

Conditions  indicate  that 

Consumption 

indicate  all  fish  are  safe 

advisories  be  issued 

advisories  be  issued 

to  eat. 

against  consumption  of 

against  consumption 

some  species. 

of  any  fish. 
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Monitoring 
(Types  of) 

Source  monitoring  occurs  ;it  nninicip;il  ;iiid 
iiiduslriiil  discliargc  points.  It  evaluates  the 
impacts  of  discharged  efllucnt  on  the  chemistry 
and  biology  of  the  receiving  water  body.  It  als<» 
tracks  and  identifies  permit  compliance. 

Traditional  ambient  monitoring  periodically 
evaluates  genera!  water  quality  conditions  at  fixed 
locations.  The  data  over  long  periods  of  time  arc 
utilized  to  determine  status  and  trends  in  water 
quality. 

Fish  tissue  testing  provides  information  on 
pollutants  pre.sent,  for  example,  in  bass  or  oysters 
that  people  consume.  Based  on  results,  advisories 
are  developed  on  how  much  fish  from  a  particu- 
lar water  body  can  be  safely  eaten  within  a 
period  of  lime. 

Intensive  studies  focus  on  comprehensive  and 
detailed  analyses  of  point/nonpoint  source 
problems,  for  example,  in  a  particular  estuary  or 
river  reach.  They  help  pinpoint  causes  of 
pollution  so  that  States  can  develop  efficient 
and  effective  control  stratcgie.s. 


Toxic  Pollutants 

Materials  that  cause  death,  disease,  or  birth 
defects  in  organisms  that  ingest  or  absorb  them. 
The  quantities  and  length  of  exposure  necessary 
to  cause  the.se  effects  can  vary  widely  Organic 
and  inorganic  chemicals  (including  1um\7  metals 
and  pesticides)  as  well  as  ammonia  and  chlorine 
are  common  pollutants  of  concern. 

Wastewater 
Treatment 
(Types  of) 

Primary  treatment  removes  .some  su.spcnded 
solids  using  physical  processes  such  as  screening 
and  sedimentation. 

Secondary  treatment  removes  biodegradable 
organic  materials  (HOD)  and  suspended  solids 
from  wastewater.  This  treatment  also  can  remove 
significant  amounts  of  {owe  pollutants,  nitrogen 
and  phosphorus. 

Advanced  treatment  is  required  if  Stale  water 
quality  standards  are  ni't  achieved  through  sec- 
ondary treatment.  It  can  greatly  reduce  nutrients, 
tt>xic  chemicals,  BOD  and  suspended  solids. 


Pollutant 

A  particular  material  in  or  condition  of  (e.g.. 
temperature)  a  water  body  that  impairs  or  threat- 
ens to  impair  the  designated  u.se.  Common  pollu- 
tants are  sediment,  nutrients,  fertilizer,  pathogens, 
physical  habitat  alteration,  oxygen  demand,  sus- 
pended solids,  .icidity,  salinity,  pesticides,  other 
toxics  and  air  deposition. 

Significant 
Violations 

Permit  violations  by  point  sources  of  sufficient 
magnitude  and/or  duration  considered  to  be  a 
regulatory  priority  Categories  of  violations  are 
previous  enforcement  actions,  violations  of  per- 
mit compliance  schedules,  or  effluent  limits  that 
have  the  potential  to  cause  or  Have  caused  adverse 
environmental  effects  or  a  human  health  hazard. 


Water  Quality 
Standards 

Requirements  adopted  by  State  or  federal  law 
which  consi.st  of  designated  u.ses  for  a  water  body, 
criteria  on  the  level  of  pollutants  likely  to  allow 
achievement  of  those  uses  (for  example,  some 
fish  are  adversely  affected  by  50  micrograms  per 
liter  of  a  particular  pollutant)  and  antidcgrada- 
tion  policy  to  maintain  existing  uses  and  protect 
high  quality  waters.  Standards  are  developed  in  a 
public  process  and  approved  by  USEPA.  They  are 
implemented  though  point  and  nonpoint 
source  programs. 
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State 

Environmental 

Agencies 

Alabama  (.VVII  :71-7f<:i 
l)i-|>:iilnu-iii  111  Uiiviroiiinriil.il 
M.iii.i|;i.-i)u-ni 

Alaska  (W7)  -Ifo-.iim) 

DiviMiin  III  r.ii.ililv  CiiiislriKluiii  .iiitl 

0|Hr.ilioii 

Arizona  (r,(l2)  2()7.2.MK. 
Dip.iriinciil  <>(  EMvitomncnlji  Qii.ilily 

Arkansas  (M)l)  f>H2-(lf.fi(> 

Dcp.uimciil  ol  l>nlliilii>n  Control  and 

ncolop- 

California  (Olf.)  f'S7U.:7 

Sl.ilr  U'.ilcr  KcMnirtCN  Conliiil  Itoaul 

Colorado  (WM  (.V2-.^501< 
Dcp.iihnrni  of  Hc.ilth 

Connecticut  (V.(l)  424  VIM 
PciMilmcnl  ol  P.nvironmcnl.il 
riolctlion 

Delaware  ( U)2)  739-!i726 
|)c|MttMiri)l  of  Nimii.il  Ki-Mivirtcs 

District  of 

Columbia  (202)  (.i:«  (-MH 

W.iiii  Uisoiiiii-\  M.m.ig.-mcnl  Pivision 

Florida  ("IM)  1(l7IXi> 
l)C|>.irt;iiciit  ol  r.nvironnicni.il 
I'lolcilion 

Georgia  (KM)  r.S(.-l7(l)t 
Dcp.iilnn-til  of  N.mir.il  Resources 

Guam  (lll(.7l-172-KK(.t 
Environimni.il  I'totfilion  Apciuy 

Hawaii  (WW)  "i.Sf.  IMM 
Fiivinminrnl.ll  I'lolixlion  A|;cniy 

Idaho  (2(i!l|  <7.Vii537 

PiviMon  of  niiviioniuciil.il  Qn.ilily 

Illinois  (2I7)7!(2U.S1 
riiviioiiimnl.il  rroliilion  A(:i-iKy 

Indiana  ( 117)  2^2m7(. 
Dci'.iilnunt  of  nnviroimicnul 
Nt.iii.igcnirnl 

Iowa  (SI'l)  2HI-ri2K4 
Enviroiiincnl.il  I'rolcclion  Division 

Kansas  Oil)  2V6-55(X) 
Pcp.irlmcnl  of  Hc.ilth  and  Environment 

Kentucky  (502)  5f.4M10 
Department  of  NaHiral  Resounes 

Louisiana  ('104)  765-049I 
Dcparlnieni  of  Environmental  Quality 

Maine  (207)  287. 1901 

Department  of  Environmental  Protection 

Maryland  (410)  6.M-J567 
Department  of  llie  Environment 

Massachusetts  (M7)  292-5V75 
Drparlmenl  of  Environmental  Protection 

Michigan  (517)  1711V49 
Dqiartment  of  Natural  Resources 

Minnesota  (612)  296-7202 
Polliilion  Control  Agency 

Mississippi  (601)961  5102 
Department  of  Environmental  Quality 

Missouri  (114)  751-6721 
Drparlmenl  of  Natural  Resource? 


Montana  (406)  444-240ri 
Departnieni  of  Healili  ami 
Environmental  Scicmr'i 

Nebraska  (402)  47I-:UVM 
Depailmenl  of  Environmental  Quality 

Nevada  (702)  6S7  4670 

Division  of  environmental  I'roleclion 

New  Hampshire  (60M-27I-15(M 
Dopartmcnl  of  Eiivironmenlal  Services 

Now  Jersey  (609)292-454.1 

Department  of  Environmental 

I'rotecliun 

New  Mexico  (50.5)  )(27-0IK7 

Environment  Department 

New  York  (518)  457-6674 

Department  of  Environmental 

Conservation 

North  Carolina  (919)7.11-508.1 

Department  of  Environment.  Health    . 

and  Natural  Resources 

North  Dakota  (701)  .128-5150 

Department  of  Health 

Ohio  (614)644-2798 
Environmental  Protection  .^gcncy 

Oklahoma  (405)271-5205 
Department  of  Environntental  Quality 

Oregon  (501)  229-5.124 

Depart  mcnt  of  Environmental  Quality 

Pennsylvania  (717)  7K7-26M> 
Department  of  Environmental 
Protect  iim 

Puerto  Rico  (809)  767-8056 
Environmental  Quality  lloaril 

Rhode  Island  (40l)-277-196l 

Department  of  Environmental 

Manat:eniciil 

South  Carolina  (KU1).7.l4-5296 

Department  of  Health  ami 

Environmental  Control 

South  Dakota  (605)-771-555y 
Department  of  Environment  and 
Natural  Resources 

Tennessee  (615)  3.i>-0625 
Department  of  Environment  and 
Conservation 

Texas  (512)219-4.100 

Texas  Natural  Resources  Conservation 

Commission 

Utah  (801)5.18-6146 

Department  of  Environmental  Quality 

Vermont  (802)  241-3800 
Department  of  Environmental 
Conservation 

Virgin  Islands  (809)  77.1-0.565 
Department  of  Planning  and  Natural 
Resources 

Virginia  (804)762-4050 
Department  of  Environmental  Quality 

Washington  (.160)  407-6405 
Department  of  Ecology 

West  Virginia  (.104)558-2751 
Division  of  Environmental  Protection 

Wisconsin  (608)  266-86.11 
Department  of  Natural  Resources 

Wyoming  (107)  777-7781 
Department  of  Environmental  Quality 


Delaware  River 
Basin  Commission 

(609) 883-9500 

Interstate 

Commission  on  the 
Potomac  River  Basin 

(301)984-1908  ' 

Interstate  Sanitation 
Commission 

(212)  582-0380 

New  England 
Interstate  Water 
Pollution  Control 
Commission 

(508) 658-0500 

Ohio  River  Valley 
Water  Sanitation 
Commission 

(513)231-7719 

Other  Informational 
Sources 

America's  Clean  Water 
Foundation 
(202)  898-0908 
Association  of  State  and 
Interstate  Water  Pollution 
Control  Administrators 
(202)  898-0905 
Association  of  Metropolitan 
Sewerage  Agencies 
(202)  833-2672 
Association  of  State  Drinking 
Water  Administrators 
(202) 293-7655 
Association  of  State  and 
Territorial  Solid  Waste 
Management  Officials 
(202)624-5828 
American  Water  Works 
Association 
(303)794-7711 
Council  of  State  Governments 

(202) 624-5460 
Izaak  Walton  League  of 
America 

(800)  BUG-IWLA 
Keep  America  Beautiful 

(203) 323-8987 
National  Conference  of  State 
Legislatures 
(202)  624-5400 
National  Governors' 
Association 
(202)  624-5300 
State  and  Territorial  Air 
Pollution  Program 
Administrators 
(202)  624-7864 
Tennessee  Valley  Authority 

(615) 632-4402 
US  Environmental 
Protection  Agency 
(202) 260-5700 
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STATEMENT   OF   WILLIAM   BIRKHOFER,   VICE    PRESIDENT   OF   COR- 
PORATE DEVELOPMENT,  SVERDRUP  CORP. 

Senator  Bond.  Now  I  would  like  to  turn  to  Mr.  Birkhofer. 

Mr.  Birkhofer.  Thank  you,  Mr.  Chairman,  for  the  opportunity 
to  be  here  today.  For  the  record,  my  name  is  William  Birkhofer.  I 
am  a  vice  president  with  the  Sverdrup  Corp.  I  am  also  here  today 
representing  the  Hazardous  Waste  Action  Coalition,  which  is  a  coa- 
lition of  some  100  leading  cleanup  contracting  firms  like  the 
Sverdrup  Corp.  throughout  the  United  States. 

We  appreciate  the  opportunity  to  be  here  and  give  you  some  per- 
spective from  the  contractor  community  on  the  Government  shut- 
downs and  the  funding  uncertainties  that  we  are  facing  and  the 
impact  that  that  creates  for  us. 

First  of  all,  let  me  say  that  we  are  not  here  to  ask  for  more 
money,  either.  This  is  not  about  more  money  at  this  point.  This  is 
about  trying  to  make  use  of  what  we  think  is  available  and  what 
can  be  available  out  there  economically  and  efficiently,  and  let  me 
say  that  we  would  much  rather  have  that  $1.16  billion  in  the 
Superfund  program  on  a  full-year  basis  right  now  than  take  it 
intermittently,  because  the  efficiency  of  taking  it  intermittently 
through  a  series  of  CR's  is  not  going  to  get  us  to  the  point  where 
we  need  to  be  with  respect  to  this  year's  cleanups  or  next  year's 
cleanups. 

With  regard  to  the  program  itself,  we  know  that  it  has  reached 
a  milestone.  It  has  reached  a  milestone  in  region  7,  where  you  are. 
Two-thirds  of  our  NPL  sites  are  out  there  right  now  in  design  or 
actually  in  construction,  in  actual  cleanup.  That  is  the  pattern  that 
is  evolving  throughout  the  country. 

This  is  the  time  that  we  have  got  to  bring  long-term  stability  and 
certainty  to  this  program.  The  EPA  people  in  the  field.  States  and 
local  governments,  those  in  the  private  party  community,  and  those 
of  us  in  the  response  action  contracting  community  need  to  look 
long  term. 

We  need  to  allocate  resources  long  term.  We  need  to  have  some 
idea  of  what  budgets  are  going  to  be  available  long  term,  and  to 
a  certain  degree,  you  know,  it  is  not  so  important  to  have  more 
money  as  it  is  to  have  a  certitude  with  respect  to  that  money  which 
will  be  available,  and  that  is  where  we  want  to  head  now. 

As  we  enter  this  point  where  Superfund  becomes  a  major  con- 
struction program,  we  are  going  to  see  cleanups  at  hundreds  of 
sites  moving  forward  very,  very  effectively  if  we  can  eliminate  this 
climate  of  uncertainty. 

For  us,  that  climate  started  in  late  August.  EPA  sent  out  a  sur- 
vey to  us  and  asked  us  to  project  our  costs  in  the  event  that  there 
were  stop  work  orders  issued  or  terminations  of  our  contracts  out- 
right for  the  convenience  of  the  Government.  That  is  when  we 
knew  that  we  had  to  do  some  contingency  planning,  and  we  started 
that  process  then,  and  I  will  tell  you  that  subliminally,  if  not  in 
real  terms,  those  of  us  in  the  contracting  community  are  going  to 
behave  very  conservatively  until  we  see  the  stability  and  certitude 
that  we  need. 

If  we  do  not  behave  conservatively,  we  are  going  to  be  caught, 
much  as  Senator  Lautenberg  referenced  it  back  in  1985  and  1986, 
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having  hired  a  great  deal  of  engineering,  scientific,  and  construc- 
tion capacity  and  not  having  anywhere  to  put  it  to  work. 

As  it  stands  right  now,  under  the  HWAC's  contract  that  we  at 
Sverdrup  were  awarded  July  1995,  this  past  year,  we  are  operating 
at  about  a  10-percent  level  of  efficiency.  In  terms  of  where  EPA 
and  we  thought  we  were  going  to  be,  we  are  at  about  10  percent 
of  that  projected  level  of  effort.  That  is  not  a  way  to  get  on  with 
aggressive  cleanup.  It  is  not  a  way  to  end  this  program  on  a  timely 
basis.  It  is  not  a  way  to  bring  some  degree  of  comfort  to  the  com- 
munities that  are  waiting  for  these  cleanups  to  be  accomplished. 

We  have  some  ideas  about  the  numbers  of  people  that  were  af- 
fected. We  took  an  informal  survey  within  HWAC.  There  were 
probably  as  many  as  10,000  of  our  people  that  were  experiencing 
some  kind  of  a  furlough-related  impact. 

Many  of  our  companies  only  went  that  far.  Some  of  them  did  not 
have  to  furlough  at  all.  Some  have  had  to  lay  off.  But  virtually  all 
of  us  are  looking  at  this  program  now,  looking  at  what  we  think 
we  are  going  to  be  able  to  accomplish  in  what  remains  of  this  fiscal 
year,  and  we  are  going  to  be  making  some  very,  very  tough  deci- 
sions, and  right  now  we  have  to  plan  on  the  assumption  that  we 
have  this  intermittent  possibility  of  stops  and  starts  and  perturba- 
tions in  the  program  until  we  see  more  certainty.  There  is  very  lit- 
tle else  that  we  can  do.  There  is  not  another  planning  basis  that 
we  can  take. 

We  want  to  get  on  with  this  program.  We  want  to  work  ourselves 
out  of  a  job,  as  it  were.  We  think  that  EPA,  the  contracting  commu- 
nity, the  States  and  local  governments,  were  equipped  to  get  on 
with  a  much  more  aggressive  level  of  cleanup.  We  want  to  do  that, 
and  we  want  to  begin  that  process  right  now,  and  for  us  again,  it 
would  be  far  better  to  lock  down  on  that  $1.16  billion  level  of  fund- 
ing for  the  rest  of  this  year  rather  than  face  this  stop-start  basis 
of  unpredictability  over  a  succession  of  CR's. 

PREPARED  STATEMENT 

We  thank  you  for  your  leadership,  Mr.  Chairman,  and  in  her  ab- 
sence, Senator  Mikulski  as  well.  We  stand  ready  to  support  you  in 
your  efforts  to  move  this  program  and  all  EPA  programs  along,  and 
in  the  interests  of  time,  I  will  stop  here  and  be  more  than  glad  to 
entertain  questions  at  the  appropriate  point. 

[The  statement  follows:] 

Prepared  STATEME>rr  of  William  Birkhofer 

My  name  is  Bill  Birkhofer,  and  I  am  Vice  President  of  Corporate  Development  for 
the  Sverdrup  Corporation,  a  leading  U.S.  engineering  and  construction  firm 
headquartered  in  St.  Louis,  Missouri  with  30  offices  and  more  than  5,000  personnel 
nationwide. 

I  also  serve  as  Chairman  of  the  Budget/Funding  Task  Force  of  the  Hazardous 
Waste  Action  Coalition  (HWAC),  and  I  am  pleased  to  also  represent  its  views  before 
you  today.  HWAC,  an  element  of  the  American  Consulting  Engineers  Council 
(ACEC),  includes  nearly  100  of  the  leading  U.S.  engineering,  scientific  and  construc- 
tion firms  engaged  in  hazardous  waste  cleanup,  and  represents  an  employment  base 
of  more  than  75,000  personnel.  Virtually  all  of  these  firms  provide  professional,  con- 
struction, operations,  and/or  other  services  in  connection  with  the  Superfund  pro- 
gram. 

While  we  at  Sverdrup  £U*e  engaged  in  a  broad  range  of  activities  associated  with 
the  planning,  design,  dfevelopment,  and  operation  of  capital  facilities  and  technical 
systems  for  the  U.S.  Government,  our  work  as  a  remedial  action  contractor  for  the 
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Environmental  Protection  Agency  Superfund  program  is  one  of  the  fastest  growing 
elements  of  our  expanding  environmental  business.  As  a  Superfund  contractor  in 
EPA  Regions  6,  7,  and  8,  we  are  engaged  in  remedial  design,  remedial  action,  and 
oversight  and  related  response-action  activities  at  nearly  three  dozen  sites.  Our 
work  for  the  U.S.  Army  Corps  of  Engineers-led  Superfund  activities  involves  roughly 
30  sites  throughout  the  midwestern,  southeastern,  and  southwestern  United  States. 

Mr.  Chairman,  we  at  HWAC  have  been  working  actively  to  assure  stable,  continu- 
ing funding  for  Superfund.  I  appreciate  the  opportunity  to  appear  before  you  today 
to  offer  our  perspective  on  the  impact  of  the  recent  government  shutdowns,  tihe  con- 
tinuing fianding  uncertainties  impacting  the  Superfund  program,  and  our  view  as 
to  the  Dest  solution  to  these  problems. 

On  behalf  of  my  company  and  HWAC,  we  very  much  appreciate  your  Subcommit- 
tee's effort  to  provide  continuing  funding  for  Superfund  in  fiscal  year  1996.  In  light 
of  the  pressure  on  the  Subcommittee  to  fund  the  broad,  diverse  range  of  programs 
under  its  jurisdiction  with  a  reduced  allocation,  we  especially  appreciate  your  sup- 
port for  increasing  the  level  of  Superfund  funding  in  the  House-Senate  conference. 
The  agreed-upon  ninding  level  of  $1.16  billion  will  make  it  easier  to  continue  some 
of  the  most  critical  response  actions  at  sites  throughout  the  United  States.  We  also 
recognize  that  Superfund  must  be  reauthorized  as  bOon  as  possible,  to  assure  a  more 
favorable  funding  profile  for  Superfund  that  will  support  a  much  more  aggressive 
cleanup  program  in  future  years.  My  company  and  HWAC  are  working  actively  to- 
ward this  objective. 

While  all  of  us  associated  with  Superfund  recognize  the  need  for  program  reau- 
thorization, we  also  know  that  the  premise  for  the  program  is  fundamentally  sound. 
Hundreds  of  sites,  many  posing  imminent  public  health  and  safety  hazards,  are  tar- 
geted for  cleanup  througn  Superfund,  and  completion  of  those  cleanups  is  in  our 
highest  national  interest.  At  many  of  these  sites  in  Region  7  and  elsewhere,  clean- 
ups are  already  underway,  and  in  the  interests  of  health,  safety,  economy  and  effi- 
ciency, response  action  activities  at  those  sites  must  be  continued  to  completion. 

From  our  perspective,  the  Superfund  program  has  reached  a  milestone.  The  pro- 
gram has  evolved  from  countless  site  investigations,  waste  characterizations,  and 
other  studies,  to  what  is  now  a  new  major  capital  construction  program.  This  trans- 
formation is  best  illustrated  by  data  recently  provided  Clean  ^tes,  a  non-profit  or- 
ganization established  by  business  and  environmental  interests  to  arbitrate  clean  up 
settlements  of  abandoned  hazardous  waste  sites.  This  data  indicates  that  in  fisc^ 
year  1984,  there  were  784  final  sites  on  the  National  Priority  List.  Of  those,  56  were 
either  under  construction  or  actually  cleaned  up,  representing  7  percent  of  the  total. 
Between  fiscal  year  1984  and  fiscal  year  1995,  the  number  of  final  sites  on  the  NPL 
increased  40  percent,  fix)m  784  to  1,290.  In  fiscal  year  1995,  818  of  the  1,290  sites, 
or  63  percent,  were  either  being  cleaned  up  or  cleanup  was  completed.  In  EPA  Re- 
gion 7,  where  we  do  a  great  deal  of  our  work,  cleanup  solutions  are  being  designed, 
or  actual  cleanup  is  occurring,  at  roughly  two-thirds  of  all  NPL  sites. 

At  this  stage,  there  are  major  economies  and  efficiencies  to  be  gained  from  careful 
priority  setting,  long-term  planning,  scheduling  of  work,  and  stable,  continued  fund- 
ing over  time.  However,  once  remedial  design  and/or  remedial  action  are  underwav, 
costs  and  schedules  associated  with  actual  cleanup  activities  are  extraordinarily 
sensitive  to  sudden  work  stoppages,  contract  terminations,  remobilizations,  and/or 
reprocurement  of  contractor  support.  In  this  regard,  the  recent  government  shut- 
down and  the  continuing  funding  uncertainties  impacting  the  Supprfund  program 
stand  as  contradictions  to  stability,  continuity,  sound  program  management,  and  ef- 
ficient use  of  public  lands. 

The  uncertainties  surrounding  Superfund  funding  began  long  before  the  govern- 
ment shutdowns  of  November  and  December.  First,  the  House  VA,  HUD,  and  Inde- 
pendent Agencies  appropriations  bill  included  a  December  31,  1995  deadline  by 
which  the  Superfund  program  would  have  to  be  reauthorized  to  receive  funding. 
Then,  in  late  August  1995,  when  it  was  considered  possible  that  current  year  EPA 
Superfund  funding  might  terminate  on  December  31,  1995,  the  EPA  requested 
Sverdrup  and  all  Superfund  contractors  to  project  costs  associated  with  issuance  of 
stop-work  orders,  as  well  as  costs  associated  with  termination  of  Superfiind  con- 
tracts for  convenience.  By  this  point,  the  EPA  and  subsequently  the  contracting 
community,  became  very  cautious  about  our  ability  to  proceed  with  response  actions. 
While  the  cutoff"  threat  dissipated  with  the  House-Senate  conference  agreement  to 
eliminate  that  provision,  enactment  of  a  1996  appropriation  became  increasingly  un- 
certain. 

At  about  the  time  of  the  President's  veto  of  the  fiscal  year  1996  VA,  HUD  and 
Independent  Agencies  appropriation  and  the  second  1995  government  shutdown, 
these  contractors  received  informal  notice  that  issuance  of  stop  work  orders  was  im- 
minent. Contractors  received  formal  stop  work  orders  on  January  2,  1996.  While 
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Sverdrup  and  a  number  of  other  major  contractors  were  able  to  divert  their  EPA 
Superfund  managerial  and  technical  personnel  to  other  work,  eliminating  the  need 
for  furloughs  or  terminations,  many  other  contractors  were  not  so  fortunate.  Over- 
all, HWAC  projected  that  some  10,000  Superfund  contractor  support  personnel  were 
furloughed  during  the  period,  either  as  a  direct  result  of  the  stop  work  orders  or 
due  to  continuing  uncertainties.  Many  of  the  companies  maintained  fringe  benefits, 
but  most  personnel  lost  actual  wages.  Let  me  reiterate  that  unlike  their  counter- 
parts at  EPA,  these  private  sector  employees  will  not  receive  wages  for  the  days 
they  were  not  on  the  job.  While  the  stop  work  orders  were  rescinded  in  the  January 
8-10,  1996  time  frame,  it  appears  that  most  schedules  for  ongoing  cleanups  will  un- 
dergo revisions  and  additional  program  costs  will  be  incurred. 

Perhaps  the  most  serious  impact  of  the  governmental  shutdown  is  the  continuing 
uncertainty  over  Superfiind  program  fundmg  for  the  remainder  of  fiscal  year  1996 
Potential  work  stoppages  have  forced  us  to  be  highly  conservative  in  planning  for 
sustained  activities.  We  are  further  concerned  that  lack  of  "permanent"  current-year 
funding  may  soon  impact  Superfund  contractors  performing  under  the  direction  of 
the  U.S.  Army  Corps  of  Engineers.  Stop-starts  and  prolonged  uncertainty  harm  not 
only  the  business  planning  efforts  of  contractors,  but  also  of  Potentially  Responsible 
Parties,  leading  to  increased  inefficiency  in  a  program  already  iustifiably  criticized 
for  excess  inefficiency,  and  creating  inefficiency  that  otherwise  does  not  exist  in  the 
private  cleanup  markets. 

At  present,  Sverdrup  and  other  Superfund  contractors  are  back  on  the  job.  How- 
ever, tiie  outlook  for  continuity  of  operations  at  existing  cleanup  sites  is  guarded, 
as  is  the  expectation  of  initiating  new  remedial  design  and/or  remedial  actions  to 
take  advantage  of  the  upcoming  construction  season.  Contractor  plans  to  bring  on 
additional  engineering  and  construction  capacity  have  been,  or  are  being  scaled 
back,  and  many  contractors  may  experience  significant  additional  reductions  in  cur- 
rent capacity. 

In  this  regard,  a  simple,  short-term  extension  of  the  existing  continuing  resolution 
to  provide  fiscal  year  1996  funding  for  Superfund  at  the  level  included  in  the  House- 
Senate  conference,  will  assure  that  some  Superfund  operations  continue,  but  it  will 
do  nothing  to  provide  critically-needed  longer  term  stability  to  support  a  more  ag- 
gressive approach  to  cleanups  during  the  upcoming  construction  season. 

We  believe  that  the  nation's  vital  public  health  and  safety  interests,  EPA's  envi- 
ronmental stewardship  responsibilities,  and  our  professional  and  business  interests 
as  Superfund  contractors,  would  be  best  served  through  enactment  right  now  of  a 
fiscal  year  1996  appropriation  for  Superfund  at  the  level  of  $1.16  billion,  as  agreed 
to  earlier  by  Congress.  In  this  way,  all  of  us — ^EPA,  the  Congress,  and  response  ac- 
tions contractors — can  keep  the  faith  of  the  taxpaying  public,  and  complete  cleanup 
of  existing  hazardous  sites  on  a  safe,  economic,  efficient  and  timely  basis,  while  Con- 
gress continues  the  process  of  reauthorizing  the  Superfund  program. 

On  behalf  of  the  Sverdrup  Corporation  and  the  HWAC,  thank  you  for  the  oppor- 
tunity to  present  our  views.  I  will  be  pleased  to  respond  to  your  questions. 

Senator  BOND.  Thank  you  very  much,  Mr.  Birkhofer. 

One  of  the  things  I  had  an  opportunity  to  do  on  the  floor  while 
I  was  waiting  is  to  talk  to  the  chairman  of  the  full  committee,  who 
shares  enthusiastically  the  viewpoint  that  you  have  mentioned, 
that  I  have  expressed,  that  we  have  seen  enough  of  the  CR's.  It  is 
time  that  we  get  on  with  some  permanent  funding.  What  good  that 
will  do,  I  do  not  know,  but  we  have  got  a  lot  of  enthusiasm  for  it. 

Mr.  Tulou. 

STATEMENT  OF  CHRISTOPHE  A.G.  TULOU,  SECRETARY,  DELAWARE 
DEPARTMENT  OF  NATURAL  RESOURCES  AND  ENVmONMENTAL 
CONTROL 

Mr.  TuLOU.  Thank  you,  Mr.  Chairman,  and  thank  you  for  the  op- 
portunity to  join  you  here  today. 

My  name  is  Christophe  Tulou.  I  am  the  secretary  of  the  Dela- 
ware Department  of  Natural  Resources  and  Environmental  Con- 
trol. I  am  also  a  member  of  the  environmental  committee  of  the 
Environmental  Council  of  the  States,  the  national  nonpartisan  non- 
profit association  of  State  and  territorial  environmental  commis- 
sioners. 
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My  intent  here  today  is  to  offer  some  insight  on  what  the  poten- 
tial effects  would  be  on  Delaware's  environmental  programs  should 
EPA  operate  under  a  continuing  resolution  for  the  remainder  of  the 
year,  and  to  respond  to  any  other  questions  that  the  subcommittee 
might  have. 

I  would  also  like  to  briefly  share  the  results  of  a  short  survey 
conducted  by  ECOS  of  States  and  how  they  are  addressing  impacts 
from  EPA's  current  budget  situation. 

To  date,  the  impacts  of  EPA's  budget  reductions  under  this  fiscal 
year's  continuing  resolutions  on  Delaware's  ability  to  protect 
human  health  and  the  environment  have  been  minimal.  However, 
the  implications  of  a  substantial  reduction  being  passed  along  to 
States  during  the  second  half  of  this  fiscal  year  would  be  grim  at 
best. 

It  is  difficult  to  sit  here  and  tell  you  exactly  which  program's  en- 
vironmental resources  would  be  most  hurt  by  such  a  scenario.  It  is 
safe  to  assume,  however,  that  our  efforts  to  carry  out  monitoring 
and  compliance  of  facilities  which  discharge  into  our  waterways 
and  our  air  would  be  diminished. 

Delaware  has  the  dubious  distinction  of  having  the  highest  inci- 
dence of  cancer  mortality  in  the  country.  We  are  currently  trying 
to  determine  what  relationship  may  exist  between  our  cancer  death 
rate  and  environmental  exposures.  This  task  would  be  virtually  im- 
possible without  the  prospect  of  sustained  support  and  technical  as- 
sistance from  EPA. 

In  addition,  projects  which  are  breaking  new  ground  in  their  in- 
novative approaches  to  solving  environmental  problems  would  be 
compromised.  These  projects  often  offer  business,  industry,  and  in- 
dividuals cheaper,  more  practical  alternatives  to  reducing  environ- 
mental impacts. 

Of  even  greater  concern,  though,  is  the  potential  loss  of  flexibility 
with  States,  in  concert  with  EPA,  have  been  working  hard  to 
achieve.  I  am  glad  to  have  worked  with  EPA  and  ECOS  on  a  proc- 
ess for  reforming  the  State-EPA  relationship.  We  were  able  to 
agree  on  ways  to  shift  oversight  from  being,  in  many  instances,  a 
repetitive  and  wasteful  function  to  one  where  EPA  would  reduce  its 
oversight  of  strong  States'  programs  and  shift  those  resources  to 
help  those  that  need  assistance. 

Subsequently,  Delaware,  along  with  Illinois,  Colorado,  and  Utah 
have  signed  performance  partnership  agreements  with  EPA.  Other 
States,  such  as  New  Jersey,  are  close  to  signing  agreements.  The 
goals  of  these  agreements  are  to  allow  States  to  establish  environ- 
mental priorities  and  measures  to  gauge  our  progress  toward  meet- 
ing those  priorities,  whether  they  be  meeting  the  Federal  standard 
for  air  quality,  restoring  fish  populations,  or  improving  water  qual- 
ity of  our  rivers  and  streams. 

As  part  of  this  process,  we  anticipate  increased  flexibility  in  ad- 
dressing local  problems  by  being  able  to  shift  Federal  funds  from 
one  program  to  another  and  reducing  the  need  for  extensive  EPA 
oversight.  Whereas  EPA  has  been  more  focused  in  the  past  on  the 
amount  and  type  of  activities  conducted  in  the  State,  we  will  now 
set  our  sights  on  achieving  measurable  environmental  improve- 
ments. 
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This  shift  in  the  State-EPA  relationship,  however,  may  be  put  in 
serious  jeopardy  unless  the  current  budget  situation  is  resolved.  In 
particular,  I  hope  the  Senate,  through  your  leadership,  will  include 
the  authorization  of  the  performance  partnership  grants  as  was 
contained  in  your  appropriations  bill.  Without  adequate  resources, 
EPA  may  be  forced  to  pass  along  various  mandated  responsibilities 
to  the  States  without  arming  the  States  with  sufficient  funds  to 
carry  out  those  tasks.  Unfunded  mandates  should  not  be  a  byprod- 
uct of  any  proposed  reduction  in  EPA's  resources. 

A  congressionally  funded  report  by  the  National  Academy  of  Pub- 
lic Administration — and  I  would  mention  this  subcommittee's  lead- 
ership in  that  effort — recommended  that  EPA  and  Congress  hand 
over  more  responsibility  and  decisionmaking  authority  to  the 
States  and  local  governments.  This  shift,  the  report  recommended, 
should  be  based  on  accountable  devolution  of  national  programs, 
and  on  a  reduction  of  EPA  oversight  when  it  is  not  needed.  EPA 
should  try  and  enhance  State  capability  where  needed  and  move 
them  toward  full  delegation. 

A  shift  of  this  magnitude  obviously  needs  to  be  carefully  planned 
and  managed  for  a  number  of  reasons.  States  need  to  be  able  to 
allocate  existing  resources  appropriately  and  reach  out  to  the  pub- 
lic so  that  stakeholders,  whether  they  be  a  regulated  community  or 
concerned  individuals,  understand  what  is  expected  of  them  and 
the  roles  of  respective  agencies. 

However,  this  change,  when  forced  by  a  major  cut  in  funding, 
puts  all  of  us  on  our  heels.  Rather  than  being  able  to  cultivate  our 
roles,  we  are  forced  to  be  reactive.  We  may  be  forced  to  select  our 
priorities  amidst  confusion  and  uncertainty,  leading  to  a  reduced 
level  of  service  to  our  constituents  and  potentially  increased  envi- 
ronmental degradation. 

While  I  have  spent  some  time  discussing  the  need  for  shifting  re- 
sponsibility to  the  local  level  away  from  EPA,  clearly  there  remains 
an  important  role  for  EPA,  as  aJso  outlined  in  the  NAPA  report. 
EPA  still  needs  to  set  and  enforce  national  standards  for  environ- 
mental quality  and  pollution  control  in  order  to  prevent  States  or 
cities  from  victimizing  their  neighbors. 

Lead  levels  in  our  air  have  been  virtually  eliminated,  thereby  re- 
ducing harmful  environmental  exposures  to  millions  of  Americans, 
thanks  to  EPA's  leadership.  The  Delaware  River  and  its  tributaries 
flow  through  some  of  the  most  urbanized  areas  in  the  mid-Atlantic. 
As  a  downstream  State,  Delaware  is  subject  to  impacts  from  the  ac- 
tions of  our  upstream  neighbors.  Assuring  consistency  between 
States  for  permeating  and  discharge  standards,  EPA  protects  all  of 
us. 

Likewise,  the  agency  is  providing  a  platform  for  discussions  with 
the  Nation's  auto  industry  which  will  hopefully  lead  to  the  develop- 
ment of  a  49-State  car,  which  will  assist  many  States  in  reducing 
levels  of  ground  level  ozone. 

Rather  than  discuss  in  detail  the  results  of  the  ecosurvey  con- 
tained in  my  written  statement,  I  will  simply  summarize.  This  sur- 
vey suggests  that  although  impacts  may  not  be  extraordinary  yet, 
it  may  not  be  long  until  the  impact  of  the  current  budget  situation 
spread  across  a  wider  range.  The  continuing  crisis  introduces  such 
a  note  of  uncertainty  into  all  of  our  activities  that  we  cannot  pro- 
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ceed.  Delaware  and  many  of  its  fellow  States  are  reluctant  to  em- 
bark on  complicated  long-term  programs  because  we  are  not  sure 
that  EPA  will  be  there  to  help. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  share  these 
thoughts  with  you  in  the  subcommittee  today. 

[The  statement  follows:] 

Prepared  Statement  of  Christophe  A.G.  Tulou 

Good  afternoon,  Mr.  Chairman,  ranking  member  Mikulski,  and  members  of  the 
Subcommittee. 

My  name  is  Christophe  Tulou  and  I  am  the  Secretary  of  the  Delaware  Depart- 
ment of  Natural  Resources  and  Enviroimiental  Control.  I  am  also  a  member  of  the 
Executive  Committee  of  the  Environmental  Council  of  the  States,  the  national  non- 
partisan, non-profit  association  of  state  and  territorial  environmental  commis- 
sioners. My  intent  here  today  is  to  offer  some  insight  on  what  the  potential  effects 
would  be  on  Delaware's  environmental  programs  should  EPA  operate  under  a  con- 
tinuing resolution  for  the  remainder  of  the  year,  and  to  respond  to  other  questions 
posed  by  the  Subcommittee.  I  would  also  like  to  briefly  share  the  results  of  a  short 
survey  conducted  by  ECOS  of  states  and  how  they  are  addressing  impacts  from 
EPA's  current  budget  situation. 

To  date  the  impacts  of  EPA's  budget  reductions  under  this  fiscal  year's  continuing 
resolutions  on  Delaware's  ability  to  protect  human  health  and  the  environment  have 
been  minimal.  However,  the  implications  of  a  substantial  reduction  being  passed 
along  to  states  during  the  second  half  of  this  fiscal  year  would  be  grim  at  best.  It 
is  difficult  to  sit  here  before  you  today  and  spell  out  exactly  which  programs  and 
environmental  resources  would  be  most  hurt  by  such  a  scenario.  It  is  safe  to  as- 
sume, however,  that  our  efforts  to  carry  out  monitoring  and  compliance  of  facilities 
which  discharge  into  our  waterways  and  our  air  would  be  diminished. 

Delaware  has  the  dubious  distinction  of  having  the  highest  incidence  of  cancer 
mortality  in  the  country.  We  are  currently  trying  to  determine  what  relationship 
may  exist  between  our  cancer  death  rate  and  environmental  exposures.  This  task 
would  be  virtually  impossible  without  the  prospect  of  sustained  support  and  tech- 
nical assistance  from  EPA.  In  addition,  projects  which  are  breaking  new  ground  in 
their  innovative  approaches  to  solving  environmental  problems  would  be  com- 
promised. These  projects  ofi^n  offer  business,  industry  and  individuals  cheaper, 
more  practical  alternatives  to  reducing  environmental  impacts.  Of  even  greater  con- 
cern, however,  is  the  potential  loss  in  flexibility  which  states,  in  concert  with  EPA, 
have  been  working  so  hard  to  achieve. 

I  am  glad  to  have  worked  with  EPA  and  ECOS  on  a  process  for  reforming  the 
State-EPA  relationship.  We  were  able  to  agree  on  ways  to  shift  oversight  from 
being,  in  many  instances,  a  repetitive  and  wasteful  function  to  one  where  EPA 
would  reduce  its  oversight  of  strong  state  programs  and  shift  those  resources  to 
helping  those  which  need  assistance. 

Subsequently,  Delaware,  along  with  Illinois,  Colorado  and  Utah  have  signed  Per- 
formance Partnership  Agreements  with  EPA.  Other  states  such  as  New  ,^rsey  are 
close  to  signing  agreements.  The  goals  of  these  agreements  are  to  allow  states  to 
establish  environmental  priorities  and  measures  to  gauge  our  progress  toward  meet- 
ing these  priorities — whether  they  are  meeting  the  federal  standard  for  air  quality, 
restoring  nsh  populations  or  improving  the  water  quality  of  our  rivers  and  streams. 
As  part  of  this  process,  we  anticipate  increased  flexibility  in  addressing  local  prob- 
lems by  being  able  to  shift  federal  funds  fi"om  one  program  to  another  and  reducing 
the  need  for  extensive  EPA  oversight.  Whereas  EPA  in  the  past  has  been  more  fo- 
cused on  the  amount  and  type  of  activities  conducted  in  the  state,  we  will  now  set 
our  sights  on  achieving  measurable  environmental  improvements. 

This  shift  in  the  State-EPA  relationship,  however,  may  be  put  in  serious  jeopardy 
unless  the  current  budget  situation  is  resolved.  Without  adequate  resources,  EPA 
may  be  forced  to  pass  along  various  mandated  responsibilities  to  the  states  without 
arming  the  states  with  sufficient  funds  to  carry  out  those  tasks.  Unfunded  mandates 
should  not  be  a  by-product  of  any  proposed  reduction  in  EPA's  resources. 

A  Congressionally  funded  report  by  the  National  Academy  of  Public  Administra- 
tion recommended  that  EPA  and  Congress  hand  over  more  responsibility  and  deci- 
sion-making authority  to  the  states  and  local  governments.  This  shift,  the  report 
recommended,  should  be  based  on  "accountable  devolution"  of  national  programs 
and  on  a  reduction  in  EPA  oversight  when  it  is  not  needed.  EPA  should  try  and 
enhance  state  capability  where  needed  and  move  them  toward  fuU  delegation. 


195 

A  shift  of  this  magnitude  obviously  needs  to  be  carefully  planned  and  managed 
for  a  number  of  important  reasons.  States  need  to  be  able  to  allocate  existing  re- 
sources appropriately  and  reach  out  to  the  pubUc  so  that  stakeholders,  whether  they 
are  the  regulated  community  or  concerned  individuals,  understand  what  is  expected 
of  them  and  the  roles  of  respective  agencies. 

However,  this  change,  when  forced  by  a  major  cut  in  funding,  puts  all  of  us  on 
our  heels.  Rather  than  being  able  to  cultivate  our  roles,  we  are  forced  to  be  reactive. 
We  may  be  forced  to  select  our  priorities  amidst  confusion  and  uncertainty  leading 
to  a  reduced  level  of  service  to  our  constituents  and  potentially  increased  environ- 
mental degradation. 

While  I  have  spent  some  time  discussing  the  need  for  shifting  responsibility  to 
the  local  level  away  fix)m  EPA,  clearly  there  remains  an  important  role  for  EPA, 
as  also  outlined  in  the  NAPA  report,  EPA  still  needs  to  set  and  enforce  national 
standards  for  environmental  quality  and  pollution  control  in  order  to  prevent  states 
or  cities  from  victimizing  their  nei^bors. 

Lead  levels  in  our  air  have  been  virtually  eliminated  thereby  reducing  harmful 
environmental  exposures  to  millions  of  Americans,  thanks  to  EPA's  leadership.  The 
Delaware  River  and  its  tributaries  flow  through  some  of  the  most  urbanized  areas 
in  the  mid-Atlantic.  As  a  downstream  state,  Ddaware  is  subject  to  impacts  from  the 
actions  of  our  upstream  neighbors.  Assuring  consistency  between  states  for  permit- 
ting and  discharge  standard^,  EPA  protects  all  of  us.  Likewise  the  Agencv  is  provid- 
ing a  platform  for  discussions  with  the  nation's  auto  industry,  which  will  hopefully 
lead  to  the  development  of  a  49-state  car  which  wiU  assist  many  states  in  reducing 
levels  of  ^ound  level  ozone. 

In  closing  I  would  like  to  briefly  share  the  results  of  a  survey  conducted  earUer 
this  month  by  ECOS.  Twenty  states  responded.  Here  are  the  questions  and  re- 
sponses: 

(1)  Have  you  had  to  furlough  any  employees  yet?  How  Many?  What  percentage 
of  your  staff  do  they  represent?  All  states  replied  "no"  to  the  question.  A  few  states 
reported  that  plans  had  been  made  if  furloughs  became  necessary. 

(2)  Have  vou  reduced  levels  of  effort  on  any  program  or  stopped  any  program  be- 
cause of  federal  budget  limitations?  While  some  states  replied  that  vacancies  were 
not  being  filled  or  that  purchases  were  being  delayed  or  similar  delays  were  under- 
way, 16  states  repUed  that  they  had  not  reduced  levels  of  effort  or  stopped  pro- 
grams. 

(3)  Have  you  shifted  monies  within  your  budget  to  cover  federal  shortfalls?  Seven 
states  replied  that  they  have  shifted  funds  or  in  some  way  altered  their  fiscal  prac- 
tices to  keep  programs  going  because  of  the  federal  budget  crisis.  These  are,  now- 
ever,  temporary  fixes.  At  some  point,  the  capacity  to  move  money  to  cover  shortages 
will  cease,  and  with  it,  the  programs  to  whidi  that  money  would  have  gone. 

(4)  Has  the  inability  to  obtain  reimbursement  from  EPA  adversely  impacted  your 
activities?  How?  Six  states  reported  that  they  had  been  impacted,  ranging  from  de- 
laying disbursements  to  not  being  able  to  obtain  reimbursement  for  EPA  programs 
which  were  funded,  such  as  Superfund. 

In  summary,  I  think  this  survey  su^ests  that  although  impacts  may  not  be  ex- 
traordinary yet,  it  mav  not  be  long  unm  the  impact  of  the  current  budget  situation 
is  spread  across  a  wider  range.  The  continuing  crisis  introduces  such  a  note  of  un- 
certainty into  all  of  our  activities  that  we  cannot  proceed.  Delaware  and  many  of 
its  fellow  states  are  reluctant  to  embark  on  complicated,  long-term  programs  be- 
cause we  are  not  sure  that  EPA  mhU  be  there  to  help. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  share  these  thoughts  with  you 
today. 

Senator  Bond.  Thank  you,  Mr.  Tulou.  It  has  been  11  years  this 
month  since  I  left  the  office  of  the  Governor  of  the  State  of  Mis- 
souri, and  I  would  swear  that  I  had  used  many  of  those  same 
words  in  my  appearances  before  Congress.  Some  of  the  words  have 
changed,  but  I  can  assure  you  the  tune  remains  the  same,  and  I 
believe  in  it  and  hum  it  every  night  before  I  go  to  bed. 

With  that — ^you  never  heard  me  hum,  so  you  do  not  know  how 
bad  it  is — let  me  turn  first  to  Ms.  Savage.  I  had  an  interesting 
question  that  I  wanted  to  raise  with  you.  We  had  in  the  EPW  Com- 
mittee some  testimony  by  Mr.  Perciasepe,  who  said  that  all  they 
really  wanted  in  the  State  revolving  fund  over  7  years  was  a  total 
of  $10  billion.  How  does  that  number  strike  you? 
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Ms.  Savage.  Well,  as  you  know  because  you  were  Governor  at 
the  time,  when  the  States  embarked  upon  the  agreement  which  at 
that  time  we  called  the  covenant  between  the  Congress  and  the 
President  in  1981  to  move  away  from  the  grants  program  to  a 
State  revolving  loan  fund — the  transition  came  in  1981,  and  as  you 
know,  the  legislation  was  1987.  At  that  point,  the  needs  were  up- 
wards of  $200  billion. 

The  States  agreed  to  take  on  that  responsibility,  and  this  was 
not  something,  as  you  know,  the  Governors  took  lightly.  That  is  a 
lot  of  money  to  commit  to,  and  the  State  revolving  loan  fund  was 
a  vehicle,  and  I  know  you  remember  this  because  Mr.  Stockman 
told  a  large  number  of  us  back  in  1981,  you  better  figure  out  what 
option  B  is  because  grants  are  not  going  to  be  around  by  the  time 
President  Reagan  leaves  office,  and  he  was  pretty  close  to  being  ac- 
curate. 

So  option  B  turned  out  to  be  the  State  revolving  loan  fund,  but 
there  was  an  agreement  that  it  would  be  fully  capitalized  over  a 
9-year  period,  and  that  in  perpetuity  there  would  be  enough  money 
there  and  the  flexibility  for  the  States  to  do  the  job  and  to  build 
the  wastewater  treatment  plants,  provide  that  money  to  local  gov- 
ernment to  build  those  plants. 

As  you  know,  the  funding  has  been  very  unstable  over  the  last 
several  years.  The  flexibility  that  we  hoped  would  be  there  from 
the  agency  was  not  exactly  what  we  were  looking  for.  There  were 
a  lot  of  cross-cutters.  A  lot  of  our  local  government  representatives 
are  saying  it  is  just  not  worth  the  hassle.  We  can  go  to  the  open 
market. 

Right  now,  the  situation  is  such  that  many  of  them  can.  The 
larger  communities  often  do  not  even  want  to  play  in  this  game, 
as  they  say,  because  they  can  do  better,  and  they  need  so  much 
more  money  than  is  available  that  they  do  not  utilize  the  State  re- 
volving loan  fund. 

On  the  other  hand,  we  have  a  tremendous,  tremendous  need  in 
the  smaller  communities.  Those  who  never  quite  made  it  on  the 
grants  list  to  get  that  sewer  plant  built,  they  have  a  tremendous 
need  out  there. 

I  do  not  want  to  comment  on  Bob's  number,  10  or  what-not.  I 
think  what  he  is  saying  is,  we  need  to  fully  capitalize  the  program 
and  its  functions.  I  support  that  a  $10  billion  fee  is  wholly  incon- 
sistent with  what  we  know  we  need  to  do  the  job,  but  as  you  also 
point  out,  times  are  tough,  and  we  have  to  make  some  com- 
promises. 

I  do  not  know  where  Bob  got  the  number.  I  do  not  know  what 
the  calculations  were  that  he  used,  but  if  you  are  looking  at  what 
we  really  need  to  make  this  program  function,  that  is  not  adequate. 

Senator  Bond.  Well,  one  of  the  problems  we  have  is,  we  are  deal- 
ing with  a  whole  lot  of  promises  that  were  made  back  in  the  days 
when  they  spent  money  like  there  was  no  tomorrow,  and  tomorrow 
has  arrived,  and  we  have  run  out  of  money. 

I  gather  in  1987  they  thought  that  the  Federal  dollars  with  the 
State  revolving  funds  would  be  phased  out  by  1992.  We  are  still 
trying  to  play  catchup.  We  are  in  a  position  where  there  just  does 
not  seem — ^you  know,  we  are  strapped  for  money  every  place  we 
look. 
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Ms.  Savage.  Could  I  add,  Mr.  Chairman,  since  the  1987  amend- 
ments were  passed,  if  you  remember,  the  State  revolving  loan  fund 
at  that  point  was  only  for  the  wastewater  construction  program. 
Now,  over  time,  we  have  added  new  initiatives  like  the  nonpoint 
source  program,  sludge  protection,  sediment  control,  often  we  are 
doing  lakes  program,  we  are  doing  some  underground  storage  tank 
work  in  some  States,  so  the  entire  framework  and  the  scope  of 
what  we  are  doing  with  our  State  revolving  loan  funds  is  signifi- 
cantly more  than  what  was  anticipated  when  we  made  that  early 
commitment  in  1987. 

Senator  Bond.  Congress  is  bound  to  do  that.  They  will  give  you 
one  pot  of  money  and  tell  you  to  do  more  things  with  it. 

We  do  want  to  work  with  you.  What  would  be  your  priorities  in 
terms  of  making  the  program  that  you  have  now  more  workable? 
First,  getting  a  year  funding,  I  gather,  full-year  funding,  so  there 
is  certainty. 

Ms.  Savage.  Right.  The  certainty  is  very  important  for  us.  The 
Nation's  Governors  have  said  through  the  NGA  and  our  associa- 
tions working  together  have  said  we  would  like  to  see  a  $5  billion 
appropriation.  We  know  that  makes  you  all  smile.  But  no  less,  I 
mean,  we  have  to  have  a  pretty  strong  $2  billion  program  to  do 
what  we  need  to  do  in  the  bond  market  and  make  this  program 
function,  and  the  States  seem  to  feel  fairly  comfortable  that  no  less 
than  $2  billion. 

The  new  initiatives  under  watershed  protection  are  virtually 
being  phased  out.  They  are  having  to  be  put  on  the  back  burner. 
Legislatively  mandated  work  is  what  the  States  are  being  forced  to 
do  now.  They  are  freezing  a  number  of  Federal  positions  if  they  are 
on  a  Federal  project,  or  it  is  part  of  a  Federal  initiative.  Those  posi- 
tions are  being  either  frozen  or  not  replaced  at  the  State  level. 

Christophe  mentioned  that  a  lot  of  commitments  to  do  new  ef- 
forts are  not  being  made,  because  we  are  a  conservative  bunch,  you 
know,  and  we  are  not  going  to  put  the  States  out  there  on  the  line 
to  do  the  work  until  we  know  that  the  money  is  there  to  do  it,  and 
as  you  well  know,  because  you  balanced  the  budget  for  so  many 
years  in  Missouri,  a  10-percent  cut  in  the  last  quarter  can  look  a 
lot  like  a  40-percent  cut  in  the  last  minute,  so  there  is  a  lot  of  con- 
cern about  what  happens  from  this  point  on.  As  we  leave  here 
today,  what  happens  with  the  programs? 

So  we  would  like  to  see  $2  billion  in  the  State  revolving  loan 
fund,  $100  million  for  our  nonpoint  source  programs,  and  certainly 
adequate  funding,  which  is — the  $80  million  is  not  adequate  for 
State  management  grants,  but  at  least  the  1995  levels  for  State 
management,  and  if  you  give  us  more  and  more  responsibilities  we 
would  certainly  like  more  money. 

Senator  Bond.  Maybe  we  could  stop  that.  If  we  cannot  turn  the 
spigot  on  that  flows  the  funds,  maybe  we  can  ebb  the  flow  of  the 
requirements  and  directives. 

I  have  to  ask  an  uncomfortable  question.  The  administration  has 
now  said  they  want  $175  million  for  Boston  Harbor  in  addition  to 
the  $25  million  we  have  already  put  in.  The  only  place  that  comes 
is  out  of  the  SRF.  What  is  the  association's  position? 

Ms.  Savage.  That  is  an  uncomfortable  one.  Thank  you  very 
much,  Mr.  Chairman.  The  position  of  the  Grovernors  and  of  the 
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States  through  their  national  consensus  process  is  that  the  State 
revolving  loan  fund  should  remain  whole,  and  that  set-asides 
should  not  be  part  of  this  process. 

We  moved  away  from  the  grants  program.  We  all  agreed  to  do 
that,  and  to  piecemeal  individual  projects  to  come  back  in  through 
that  process,  especially  when  EPA  has  gone  through  the  process  of 
phasing  out  grants,  the  States  have  done  the  same,  and  now  these 
special  projects  are  coming  back  in. 

Now,  you  also  have  to  recognize  that  there  are  enough  special 
projects  in  enough  special  States  that  they  are  not  going  to  be  very 
appreciative,  and  are  not  appreciative  of  that  position.  Boston  Har- 
bor, I  was  born  in  Massachusetts.  It  is  very  important  to  me.  But 
the  position  of  the  States  is  that  those  funds  should  come  through 
the  State  revolving  loan  fund.  The  money  should  be  adequate  to 
deal  with  those  special  projects  to  be  taken  into  consideration  and 
flow  through  the  State  revolving  loan  fund  and  not  as  special 
projects  in  individual  grants. 

Senator  Bond.  It  is  very  difficult  to  hold  that  position.  I  agree 
with  you.  When  we  go  into  the  fire  fight  I  would  like  to  have  some 
of  the  people  with  us,  even  though  it  is  very  uncomfortable  for  all 
of  us  to  turn  down  a  particular  State  with  a  compelling  request. 
If  that  is  the  position,  to  the  extent  that  you  can,  I  would  ask  for 
your  support,  because  to  the  extent  that  those  requests  are  granted 
it  takes  money  out  of  the  SRF. 

Ms.  Savage.  I  would  share  with  you,  Mr.  Chairman,  that  EPA 
for  quite  some  time  shared  that  position  with  us  as  well. 

Senator  Bond.  Things  change. 

Turning  to  Mr.  Birkhofer,  what  are  the  costs  when  you  have  a 
shutdown  of  a  Superfund  site  and  have  to  restart  at  a  later  point? 
Is  there  a  percentage  number?  What  can  you  tell  me  about  how 
much  it  costs  to  stop  work  and  start  up  again,  in  addition  to,  obvi- 
ously, delay  in  paying  other  items? 

Mr.  Birkhofer.  Let  me  make  a  couple  of  points,  Mr.  Chairman. 

First  of  all,  there  are  really  two  types  of  costs  associated  with  the 
kind  of  work  stoppage  that  we  saw  on  January  2.  There  are  cer- 
t£iinly  direct  costs,  the  costs  of  those  that  are  involved  in  the  actual 
cleanup,  the  commitments  to  vendors  of  goods  and  services,  the  ex- 
cavation contractors,  the  drillers,  all  the  folks  that  are  out  there  on 
those  sites  that  have  to  be  demobilized  and  then  remobilized  later, 
and  there  are  costs  associated  both  with  the  demob  and  the  remob. 

In  the  longer  term,  there  are  indirect  costs. 

Senator  Bond.  Are  those  direct  costs?  Can  you  claim  those  from 
EPA,  the  Federal  Government? 

Mr.  Birkhofer.  We  are  in  the  process  of  finding  that  out  right 
now. 

Senator  Bond.  You  are  going  to  try? 

Mr.  Birkhofer.  That  is  right.  EPA  has  asked  us  when  they  re- 
scinded the  stop  work  orders  on  January  9  to  come  back  to  them, 
all  of  our  contractors  to  come  back  to  them  with  our  costs  and  that 
will  be  a  matter  of  negotiation  over  some  period  of  time.  It  is  going 
to  take  some  period  of  time  to  work  that  out. 

The  other  indirect  impacts  that  would  be  associated  with  cost 
have  to  do  with  schedules  for  those  activities,  and  to  what  extent 
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those  schedules  have  to  be  adjusted,  and  it  is  hard,  again,  to  gener- 
aUze. 

For  the  Sverdrup  Corp.,  for  example,  it  is  likely  those  costs  will 
be  in  the  tens  of  thousands  of  dollars.  For  others,  it  may  be  signifi- 
cantly larger. 

I  would  generalize  further  that  for  those  companies,  for  those 
contractors  that  were  more  engaged  in  cleanups  under  the  old 
ARCS  contract  regime,  the  alternative  response  contractor  strategy 
regime,  they  have  more  exposure  at  this  point  than  those  of  us  that 
are  engaged  in  the  new  response  action  contracting  scheme  that 
has  been  put  in  place  in  region  7,  Mr.  Chairman,  but  not  in  many 
other  regions. 

In  that  case,  we  have  the  costs  of  our  managerial  and  technicgd 
staff  that  have  been  mobilized  to  support  the  overall  management 
of  the  program,  but  there  is  not  much  exposure  out  there  on  indi- 
vidual sites  at  this  time. 

I  might  say,  however,  that  with  respect  to  costs  over  the  long 
term,  if  we  face  a  situation  where  the  money  comes  in  intermittent 
bursts  to  us,  what  will  happen  is  that  the  overhead  associated  with 
maintaining  that  permanent  cadre  of  management  and  technical 
people  will  not  spread  itself  as  far  over  the  range  of  cleanup  activi- 
ties. 

What  wijl  also  happen  is,  we  may  draw  back  from  response  ac- 
tion or  actual  construction  activities  because  they  are  longer  term 
and  require  a  larger  commitment  of  resources  and  move  back  into 
a  position  where  we  are  doing  more  work,  say,  on  remedial  inves- 
tigation feasibility  type  activities  because  those  are  predictably  of 
shorter  duration  and  easier  to  put  smaller  amounts  of  resource 
against,  so  it  is  not  a  terribly  efficient  way  to  run  the  program.  It 
is  going  to  be  more  overhead  burdensome.  It  is  going  to  be  more 
management  intensive. 

Senator  Bond.  Are  the  cleanups  operating  at  a  normal  level  now, 
or  has  EPA  directed  contractors  to  operate  at  a  low  level  of  effort 
due  to  the  uncertainty  of  the  final  funding? 

Mr.  BiRKHOFER.  Again,  it  is  a  matter  of  judgment,  and  our  part- 
ners at  EPA  and  the  contracting  community  are  moving  forward  to- 
gether on  this,  but  suffice  it  to  say,  it  is  hard  to  find  certainty  that 
would  allow  us  to  commit  ourselves  to,  say,  a  6-month  construction 
contracting  activity  when  we  only  have  4  to  6  weeks  of  funding  to 
work  with. 

Senator  Bond.  It  would  be  fair  to  say  that,  had  the  VA-HUD  bill 
which  passed  in  December  been  signed,  the  pace  of  site  cleanups 
now  would  be  much  faster  than  it  is  currently.  How  would  that 
compare  to  the  1995  levels,  and  how  would  that  compare  to  what 
is  actually  happening  now? 

Mr.  BiRKHOFER.  Well,  again,  we  would  certainly  be  in  a  state 
with  an  active  appropriation,  where  we  could  see  a  funding  profile 
for  the  balance  of  this  year  that  would  allow  us  to  commit  our- 
selves a  bit  more  aggressively,  particularly  as  we  look  ahead  to  this 
next  construction  season. 

Over  the  next  several  weeks,  what  we  have  to  be  concerned 
about  are  those  construction  actions  that  we  might  be  able  to  bring 
about  in  this  current  upcoming  construction  season  and  those  that 
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might  have  to  be  foregone  again  if  we  are  operating  under  this  con- 
dition of  uncertainty. 

With  respect  to  1996  versus  1995,  you  have  to  look,  in  our  view, 
not  only  at  the  overall  amount  provided  for  Superfund,  but  the 
amount  specifically  provided  for  response  activities,  and  in  that  re- 
gard your  actions  have  established  a  response  action  line  within 
the  Superfund  account  at  a  sufficiently  high  level — in  fact,  a  higher 
level  than  1995,  we  believe,  that  would  allow  us  to  proceed,  in  fact, 
with  most  of  the  cleanup  activities  that  we  are  already  projecting 
as  being  out  there. 

There  are  some  questions  about  how  many  new  starts  we  could 
get  to,  but  certainly  we  could  make  good  progress  on  the  work  that 
is  already  underway. 

Senator  BOND.  That  is  one  of  the  points  we  wanted  to  make,  and 
I  hope  that  everybody  got  that  point. 

Turning  to  Mr.  Tulou,  you  already  talked  about  this  a  little  bit, 
but  I  want  to  reemphasize  it  because  I  think  it  is  important. 

As  you  indicated,  the  measure  that  was  vetoed  had  a  provision 
authorizing  EPA  to  provide  the  performance  partnership  grants, 
and  as  I  understand  that,  the  States  could  receive  a  bloc  grant  for 
environmental  activities,  rather  than  13  to  14  categorical  grants 
medium  by  medium. 

What  difference  would  this  kind  of  bloc  grant  make  for  Dela- 
ware? How  significant  a  difference,  and  how  do  you  see  just  the 
change  in  structure?  Assuming  the  same  dollar  total,  how  would 
that  affect  your  abilities  to  handle  it? 

Mr.  TuLOU.  Well,  it  is  an  efficiency.  What  it  would  allow  us  to 
do  in  the  first  instance  is  direct  Federal  funding  coming  to  the 
agency  in  the  directions  that  were  important  to  Delaware,  for  ex- 
ample. 

What  we  have  found  under  the  traditional  environmental  ap- 
proach is  that  we  have  been  pretty  well  told  that  our  priorities  in 
Delaware  are  pretty  much  the  same  as  they  are  in  North  Dakota, 
and  with  all  due  deference  to  the  North  Dakotans,  they  do  not  have 
a  whole  lot  of  coastal  wetland  problems  like  we  do. 

The  other  benefit  is  that  by  being  able  to  direct  those  resources 
that  way,  it  falls  well  into  the  management  relationship  we  are  es- 
tablishing with  EPA  through  the  performance  partnership  agree- 
ment process,  and  that  is  one  where  the  question  is  posed  in  the 
first  instance,  what  are  your  priorities  as  a  State,  and  how  can  we 
aid  your  capacity  to  deal  with  those  questions? 

It  is  a  terrific  question  coming  from  a  Federal  agency.  A  lot  of 
States  were  taken  aback  by  it,  frankly.  They  did  not  know  exactly 
how  to  respond.  We  thought  it  was  a  terrific  question.  We  an- 
swered it  as  fast  as  we  could  and  got  an  agreement  locked  in.  We 
were  about  1  week  behind  Illinois,  but  we  were  the  second  State 
to  get  that  agreement  finalized,  because  we  did  not  want  that  ques- 
tion to  be  retracted. 

But  it  was  a  fundamental  issue  in  the  NAPA  report  that  the  sub- 
committee was  very  interested  in  having  done,  and  we  feel  it  is 
very  important.  It  is  a  good  question,  it  is  a  good  answer,  and  we 
are  really  happy  to  be  involved  in  that  process. 

Senator  Bond.  One  of  the  great  horror  stories  we  had  in  the 
early  eighties  in  Missouri  was  the  Federal  requirement  that  we  use 
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our  wastewater  cleanup  money  to  install  secondary  treatment  on 
plants  in  St.  Louis  and  Kansas  City  that  were  feeding  into  the  Mis- 
souri and  Mississippi  River,  which  wound  up  putting  higher  quality 
water  into  the  river  than  was  already  there,  where  our  priority  in 
Missouri  was  to  deal  with  many  small  communities  located  in  the 
pristine,  beautiful  vacation  destination  Ozarks  of  Missouri  where 
the  pristine  streams  offered  swimming,  fishing,  recreational  activi- 
ties, and  where  a  small  community's  problems  could  cause  a  very 
significant  degradation  in  the  quality  of  the  stream.  That  is  a  point 
that  people  overlook  when  you  talk  about  establishing  Federal  pri- 
orities. 

Are  there  still  examples  like  that  that  you  are  running  into,  or 
is  a  new  day  coming  where  you  can  get  out  from  under  the  North 
Dakota  model  and  put  your  emphasis  on  the  coastal  wetlands  man- 
agement? 

Mr.  TuLOU.  I  think  that  day  is  coming.  As  a  matter  of  fact,  as 
far  as  we  are  concerned,  given  the  question  that  was  posed  by  EPA 
to  work  with  us  to  address  Delaware's  priorities,  we  feel  that  that 
answer  is  already  at  hand. 

But  as  a  practical  matter,  there  are  still  a  lot  of  people  within 
our  agency  and  within  EPA  that  are  still  struggling  with  this  new 
concept,  and  so  we  are  still  burdened  with  a  series  of  categorical 
grant  work  plans  that  have  to  be  produced,  and  what  we  are  com- 
mitting to  each  other  in  our  region  with  EPA  and  the  State  is  that 
we  will  replace  all  of  that  work  with  the  performance  partnership 
agreement  that  we  reach.  That  will  be  the  blueprint.  That  will  be 
where  people  will  go  to  see  what  the  nature  of  the  commitment  is. 

The  other  significant  thing  is  here,  following  on  the  prioritization 
that  we  have  agreed  to,  is  that  we  have  real  measures  of  success 
based  on  environmental  indicators  that  are  the  things  that  our  con- 
stituents and  your  constituents  are  interested  in  seeing.  They  want 
cleaner  air.  They  want  to  be  able  to  catch  fish,  and  they  want  to 
be  able  to  eat  fish  that  are  not  contaminated  themselves. 

They  do  not  care  that  we  have  generated  15  gozillion  reports  dur- 
ing the  course  of  the  year,  and  frankly  would  agree  with  us  that 
that  is  a  distraction  from  the  real  work  that  we  ought  to  be  doing, 
and  in  that  context,  yes,  we  are  still  struggling  trying  to  get  that 
sort  of  culture  change  in  place  in  every  direction,  but  I  think  cer- 
tainly the  folks  in  our  department  are  beginning  to  see  the  wisdom 
of  it  and  the  value  of  it,  and  are  very  excited  about  working  in  a 
multidisciplinary  way  that  the  whole  performance  partnership 
process  will  permit. 

Senator  Bond.  And  you  can  spare  a  whole  bunch  of  trees  you  will 
not  have  to  cut  down  for  reports. 

Mr.  TuLOU.  That  is  exactly  right. 

Senator  Bond.  I  would  rather  save  the  fish. 

You  have  probably  heard  some  of  the  criticisms  that  this  commit- 
tee has  encountered.  It  is  said  the  bill  that  we  passed,  the  appro- 
priations bill  would  take  the  environmental  cop  off  the  beat.  You 
have  stated  very  clearly  that  you  agree  with  Mary  Gade  and  NAPA 
that,  in  fact.  State  governments.  State  agencies  are  effective  envi- 
ronmental law  enforcers. 

What  percentage  of  the  States — and  obviously,  there  are  some 
that  are  better  than  others.  How  far  along  are  we  toward  the  goal 
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where  States  can  do  the  job  that  you  would  want  done  for  your  citi- 
zens in  Delaware,  and  I  assume  that  you  believe  that  you  can  do 
what  you  would  want  for  your  family  in  terms  of  environmental  en- 
forcement. How  far  along  are  we  toward  that  process? 

Mr.  TULOU.  Oh,  I  would  just  clarify  the  assumption  that  the 
States  can  assume  all  of  those  responsibilities  sufficiently  to  take 
care  of  our  constituents.  We  never  will  be  able  to  do  that. 

Senator  Bond.  No;  but  you  can  play  a  much  more  active  role, 
and  in  some  States  you  can  take — I  did  not  mean  to  say  all  of  the 
responsibility.  Certainly  nobody  is  getting  rid  of  EPA  enforcement. 
To  what  extent  can  you  now,  and  to  what  extent  are  there  still 
some  deficiencies  in  States?  What  percentage  of  the  States  would 
not  be  able  to  meet  those  standards? 

Mr.  TULOU.  That  would  be  a  very  difficult  question  for  me  to  an- 
swer in  terms  of  all  the  States.  As  you  have  indicated,  the  States 
are  very  different  in  their  approaches,  but  they  are  also  very  dif- 
ferent in  their  problems. 

One  of  the  problems  that  we  have  had  is  that  if  you  use  that 
across-the-board  approach  to  determining  what  appropriate  envi- 
ronmental action  is,  yes,  indeed,  you  are  going  to  find  very  dif- 
ferent answers  to  the  question,  because  States'  priorities  are  dif- 
ferent, and  if  you  assume  that  all  those  priorities  are  the  same, 
then  the  measure  of  a  State's  success  is  going  to  vary. 

I  think  the  States  have  a  terrific  amount  of  capacity  now  that 
they  did  not  have  before  to  assume  many  of  those  responsibilities. 
What  we  cannot  do  is  assume  in  the  State  of  Delaware  the  respon- 
sibilities of  Pennsylvania,  New  Jersey,  and  Maryland  to  do  the 
right  thing  themselves. 

Senator  Bond.  You  need  the  national  standards.  You  need  the 
EPA  to  set  the  standards. 

Mr.  TuLOU.  And  to  assist  us  with  the  enforcement  issues  as  well. 

Senator  Bond.  And  to  make  sure  that  if  one  of  those  upstream 
States  is  not  enforcing  it,  that  is  when  the  EPA  can  come  in. 

We  have  got  a  little  upstream  problem  I  will  not  bother  you  here, 
but  the  Dakotas  and  some  of  those  States  do  drain  into  us,  so  we 
know  a  little  bit  about  that.  Different  issue,  different  times. 

But  you  believe  a  significant  number  of  States  can  handle  a  sig- 
nificant number  of  these  responsibilities  now? 

Mr.  TuLOU.  And  I  think  the  key  issue  there  is  defining  a  new  re- 
lationship with  EPA  to  make  sure  that  there  are  no  gaps  and  that 
performance  partnership  process  is  a  terrific  way  of  doing  it.  What 
are  the  priorities,  where  are  the  capacity  shortfalls,  and  how  can 
we  work  together  to  fill  those? 

Senator  Bond.  Have  you  seen  any  of  the  statements  Mary  Gade 
has  about  stumbling  over  EPA  in  the  past,  where  Federal  enforce- 
ment has  caused  you  problems  in  State  enforcement? 

Mr.  TULOU.  Mr.  Chairman,  I  am  no  Mary  Gade. 

Senator  Bond.  She  is  a  friend  of  yours. 

Mr.  TuLOU.  And  she  is  terrific.  I  am  sorry  she  could  not  appear 
personally  before  the  committee  today,  but  I  would  have  to  say  that 
frankly  we  do  not  stumble  over  EPA.  We  have  a  very  good  relation- 
ship with  our  region,  and  I  know  that  that  varies  from  State  to 
State  and  region  to  region,  and  I  think  part  of  the  reason  is  that 
we  are  small  enough  to  be  able  to  very  effectively  deal  with  the 
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folks  that  we  have  to  deal  with,  and  it  is  a  very  personal,  relation- 
ship in  many  instances,  and  our  region  has  a  lot  of  faith  in  our 
ability. 

Having  said  that,  though,  going  through  this  process  we  are  rec- 
ognizing areas  where  that  job  is  better  done  by  the  State,  and  this 
other  function  is  a  better  function  for  EPA.  Let  us  formalize  that, 
and  make  sure  that  in  collectivizing  our  resources  that  we  can  ad- 
dress those. 

But  I  think  Mary's  concerns  are  a  little  bit  stronger,  frankly, 
than  ours  are  in  Delaware. 

Senator  Bond.  Well,  my  sincere  thanks  to  all  of  you.  Had  we  not 
had  the  delay  of  the  vote,  I  was  hoping  to  turn  you  loose  to  make 
your  travel  arrangements  before  this  point,  but  now  that  it  is  4:30, 
I  would  say  that  if  you  have  any  further  thoughts,  we  would  be 
happy  to  have  them  on  a  continuing  basis,  and  we  appreciate  the 
guidance  you  have  given  this  committee. 

We  will  keep  the  record  open  in  case  any  of  my  colleagues  do 
have  questions.  The  challenge  is  that  we  probably  have  a  long  way 
to  go  along  these  avenues,  and  we  would  welcome  the  further 
thoughts  of  you  and  all  of  the  people  that  you  represent. 

CONCLUSION  OF  HEARING 

Thank  you  very  much  for  lending  us  your  time  and  your  exper- 
tise. It  is  important  to  me  that  we  have  on  the  record  some  of  the 
very  real  concerns  you  have  expressed  today. 

That  concludes  the  hearing.  The  subcommittee  is  recessed  to  re- 
convene at  the  call  of  the  Chair. 

[Whereupon,  at  4:30  p.m.,  Friday,  January  26,  the  hearing  was 
concluded,  and  the  subcommittee  was  recessed,  to  reconvene  sub- 
ject to  the  call  of  the  Chair.] 
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